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MESSAGE FROM THE PRESIDENT 


The Honourable David M. Collenette 
i Or a 

Minister of Transport 

Transport Canada 

Ottawa, Ontario 

K1A ON7 


Honourable Minister, 


In accordance with Section 150 of the Financial Administration Act, | am sending you the Laurentian 
Pilotage Authority Annual Report for the year ending December 31, 1999. 


RESULTS 


The Authority fulfilled its mission to provide a reliable and effective marine pilotage service. The 
number of assignments in 1999 reached 21,654; 99.9% of them occurred without incident compared 
to 22,018 in 1998, or a reduction of 1.7% (in the Laurentian Region). For the last five years, i.e. from 
1995 to 1999, the average was 21,586. 


In 1999, the Authority continued to keep its administrative and operating expenses as low as possible. 
The Authority’s revenues totalled $41,688,718, or an increase of $377,974, realizing a net profit of 
$475,732 for the second consecutive year. These positive results reflect once again the steadfast 
efforts and support of the people involved at all levels. 


TARIFF 


The Authority suggested publishing a two-year tariff, with an annual increase of 3 % in 2000 and 2001 
respectively. Shipowners, however, objected to this format, and it was agreed to publish a single rate 
increase of 3% to take effect January 1, 2000. 


Pursuant to a resolution of the board of directors, two of its members were mandated to review the 
regulations on pilotage charges. The Committee’s work should end in the spring of 2000 and a new 
tariff appear that summer. 


REGULATIONS 


Pursuant to government marine transportation policy, and more specifically, to provisions in the 
Canada Marine Act, the Authority had to launch a review of its regulations. The regulations project 
was filed with the Canadian Transportation Agency at the time of the pilotage study. In response to 
the CTA’s report and to the Minister's recommendations, it was agreed to review such provisions as 
the Board of Examiners for Pilotage Certificates. The project will be submitted to the board for 
approval, then published during the year. 
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The Authority was approached by Transport Canada to completely revise the General Pilotage 
Regulations. The Authority made specific suggestions for issuing competency certificates mandatory 
for pilots, and for investigations when a pilotage licence or certificate is suspended or revoked. 


NEGOTIATIONS 


On May 25, 1999, the Authority signed a three-year collective agreement with the pilots of the Port of 
Montreal. The agreement provides for a salary increase of 3% for each year of the contract. 


On September 7, 1999, the Authority signed a four-year service contract with the Pilotes du 
Saint-Laurent central inc., providing for a fee increase of 3% for each year of the agreement. A key 
point in the service contract allows for the formation of a committee to improve services, chiefly to 
expedite the passage of ships in the fall when activities on the Seaway are coming to an end, and to 
increase efficiency in the winter months. 


At the end of December 1999, the Authority signed a four-year service contract with the Corporation 
des pilotes du Bas Saint-Laurent. The agreement provides for a fee increase of 3% for each year of 
the contract, starting January 1, 2000. For the first time in many years, service contracts were 
concluded without recourse to the system of arbitration, thereby producing better working relations 
between parties. 


CONTRACTS AND AGREEMENTS 


At the beginning of the year the Authority signed a contract with APG Solutions and Technologies Inc. 
The contract amended the 1997 service contract to implement computerized pilotage management 
services for a total of $585,000, binding for the remainder of the contract. In addition, Beltron 
received a service contract for $90,000 to make the pilotage system Y2K compliant. 


The Laurentian Pilotage Authority and the Great Lakes Pilotage Authority signed an agreement to 
share the costs of operating both the pilot station at the St. Lambert Lock and the boarding facility. It 
was agreed that each Authority would pay 50% of the costs of any major repair. 


ISO 9002 CERTIFICATION 


The Laurentian Pilotage Authority, whose head office is in Montreal, received ISO 9002 certification 
for its quality system. The implementation of a quality system for pilot assignments and billing 
services attests to the Authority’s steadfast efforts to promote consistent and_ efficient customer 
service. 


CORPORATE REVIEW 


Pursuant to the mandate from the Ministry of Transport to the Canadian Transportation Agency for a 
ministerial review, the Authority participated actively in general and regional meetings by filing a 
regulatory review document and sharing its observations. The Canadian Transportation Agency then 
made its recommendations to the Minister in a document entitled “Ministerial Review of Outstanding 
Pilotage Issues”. Subsequently, the Minister made thirteen recommendations concerning the 
Authority directly. 


PERFORMANCE 
The specific measures we implemented to improve the quality of our service are producing results. All 


aspects of management and systems are improved by these measures. Our challenge will be to 
maintain our present level of excellence in the future. 


|| would like to thank all the employees for their dedication, the pilots for their professionalism, and the 
members of the board for their support. | would also like to extend special thanks to the members of 
the Board whose mandate ended during the year. 


Yours truly, 


fos} Sass Michaud 


ésident 


Montreal, Quebec 
February 11, 2000 


MISSION AND ANNUAL REVIEW 


MANDATE 


The mandate of the Laurentian Pilotage Authority is to operate, maintain and administer, in the 
interests of safety, and efficient pilotage service on the waters of the St.Lawrence between Les 
Escoumins and the north gate of the St.Lambert lock, on the Saguenay River and in Chaleur Bay. The 
mandate was enshrined in the 1972 Pilotage Act. 


REGULATORY POWERS 


Subject to the concurrence of the Governor in Council, the Authority regulates establishment of 
mandatory pilotage districts, exemptions from mandatory pilotage, pilotage fees and classes of pilot 
certificates issued. The Authority is required to charge fair and reasonable fees that will enable it to be 
financially self-sufficient. Tariff increases must be published and authorized. 


DESCRIPTION OF ACTIVITIES 


In order to fulfil its mandate, the Authority has established thee mandatory pilotage districts: one for 
the Port of Montreal, another for the navigable waters between Montreal and Quebec city, and a third 
for the navigable waters between Quebec city and Les Escoumins, including the Saguenay. These 
districts represent a distance of 265 nautical miles from Les Escoumins to Montreal, and another 70 
nautical miles on the Saguenay. 


The Authority has also made regulations governing the establishment, operation and management of 
pilotage services in the region’s non-mandatory waters. 


Pilotage services (movage of ships within harbour limits) in Montreal Harbour are provided by pilots 
who are employed by the Authority. Services for navigable waters between Montreal and Les 
Escoumins, including the Saguenay River, are provided by pilots contracted from two corporations 
with which the Authority has entered into an agreement. 


Pilot boats transport pilots from shore to ship. The Authority owns and operates a pilot station in Les 
Escoumins, where pilot boats serve ships throughout the year. The Authority contracts out services in 
the following pilot stations to private companies: Quebec City, Trois Riviéres, Sorel, Lanoraie and 
Montreal. 


The pilot assignment system operates 24 hours a day, seven days a week. A dispatch centre in 
Quebec City. is in charge of assigning pilots for the district between Quebec City and Les Escoumins, 
including the Saguenay River. A centre in Montreal is in charge for the districts between Montreal 
and Quebec City. These centres are equipped with a computerized system that is being upgraded. 


The Authority must co-ordinate its efforts, activities and management with a number of organizations, 
including the Atlantic Pilotage Authority, to manage services in non-compulsory waters; the St. 
Lawrence Authority, which operates the St. Lambert Lock; the Canadian Coast Guard, which manages 
marine activities, assists with navigation, dredging and icebreaking; the Marine Traffic Services 
Centre: the various harbours in the region; and the associations representing agents, owners and 
operators of Canadian and foreign ships. 


The Authority has its head office in Montreal. The Board consists of seven members who are 
appointed by the Governor in Council. The Chairman of the Board is also the President/Director 
General of the Authority. The management and administrative staff, dispatchers, ships’ crews, and 
Port of Montreal pilots are permanent employees of the Authority. They are 52 in number. There are 
approximately 189 contract pilots; their numbers vary, depending on the needs of marine traffic. Each 
year the Authority receives between 30 and 50 applications for pilot positions. The Authority rates 
applicants according to experience and personal qualifications, then generates an annual recruiting 
list. All the candidates are graduates of the Institut maritime du Québec in Rimouski. The Authority 
may also recruit graduates from similar institutions such as the Canadian Coast Guard College in 
Sydney, Nova Scotia. 


VOLUME OF ACTIVITY 


Revenues from pilotage fees and the cost of pilotage services are directly related to the number of 
pilot assignments and pilotage hours, ship size and drafts. 


NUMBER OF ASSIGNMENTS 
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The revenues from and expenses of pilot boats operated by the Authority as well as those under 
contract are also Telated to the number of ships served. Administrative and assignment centre 
expenses are relatively fixed, and the volume of marine traffic has little impact on them. 


FINANCING 
REVENUES AND EXPENDITURES 


($'000) 
42,000 
Over the years the 
41,000 Authority incurred 
REVENUES losses and built up 
40,000 }— BEXPENDITURES deficits. Our efforts to 
better manage 
39,000 revenues and expenses 
have proved productive, 
38,000 +- as we have made a 
profit since 1998. 
37,000 
Until 1995 the annual 
36,000 }— cash flow deficit was 
covered by 
35,000 +— parliamentary 
appropriations, but in 
34,000 1996 Transport Canada 
put an end to _ this 
33,000 practice. Adopted in 


1995 1996 1997 1998 1999 1998 and amending the 

Pilotage Act, Bill C-9 
prohibited the Authority from recourse to parliamentary appropriations. Consequently, in 1996 and 
1997, the Authority covered cash flow deficits with bank loans to be repaid in the coming years from 
moneys generated by its operations. 


The profits earned in 1998 and 
1999, combined with tight 
cash flow control, enabled the 
Authority to finance operations 
without borrowing money and 
to repay the bank loans. 


The loan balance on December 31, 1999 will be repaid in instalments until 2002. 


STRATEGIC ORIENTATION 


ACCOMPLISHMENTS 


Financial Self-Sufficiency 


the implementation and user acceptance of tariff regulations 
published in 1997 yielded arate increase of 5% in 1998 and 
3% in 1999; 


- increase in revenue 


- the same regulations yielded an increase of 3% in 2000; 


- the working committee created to review tariffs with the view of 
simplifying and reflecting present pilotage operations makes its 
recommendations in early 2000; 


- Bill C-9 facilitates financial self-sufficiency as the new tariffs 
become effective 30 days after their publication date. 


- effective cost-management |- debt service charges are minimal, a direct result of paying 
down loans; 


- with the adoption of Bill C-9, the negotiation of labour contracts 
with pilots is now subject to a dispute settlement mechanism; 


- negotiation of new labour contracts with pilotage groups in 


1999. 
- upgrading management, - the steering committee in charge of renewing the computerized 
administrative and operating | assignment and billing system implemented computer systems 
methods that are Y2K compliant; 


- implementing an administrative process required to maintain 
ISO 9002 Certification. 


Maximizing Efficiency of 
Pilotage System 


- minimizing the number of - in 1999, 99.9% of the assignments were without incident versus 
incidents 99.87% in 1998; 


GOALS 


- Offering the best pilotage 
service and meeting users’ 
needs 


- replacing fixed assets 


- ISO 9002 Certification 


Revising the Present 
System for Issuing Pilotage 
Certificates 


- updating Authority 
regulations 


- evaluating standards for 
granting certificates 


- assessing the pilotage 
certificate program 


ACCOMPLISHMENTS 


contractual acknowledgement of ongoing pilot training: 


investigating incidents and submitting written reports to 
management. 


upgrading and replacing assignment and billing computer 
systems; 


conferring with users about the quality and efficiency of our 
services and information: 


adding, removing and amending pilots’ operating rules to 
improve service. 


purchasing necessary computer hardware to install assignment 
and billing systems; 


replacing a pilot boat after considering such factors as 
construction, purchase and leasing. 


the Montreal region received certification in 1999. 


the committee reviewing regulations—specifically sections 19 
through 34 on pilotage licences and certificates--filed its 
proposed amendments; 


continued work revising and updating the syllabus for the 
program of study; 


actively serving on the committee revising the pilotage 
program, and implementing the recommendations in the study 
commissioned by Transport Canada and the Canadian 
Shipowners Association. 


ECONOMIC CONDITIONS 


The Authority provides services in a highly regulated monopolistic market. Because of the Pilotage 
Act, ships meeting certain specifications and navigating the St. Lawrence between Les Escoumins and 
St. Lambert must use the pilotage services of the Authority, the only organization authorized to provide 
services in this region. Many elements of the monopolistic market create operating and management 
methods that differ from what one would find in an economy of free competition. 


TARIFF 


To avoid abuses, legislators created procedures for establishing pilotage tariffs. When the Authority 
needs to change its tariff, it must publish them in the Canada Gazette. Users then have a period of 
time in which to challenge them. The Canadian Transportation Agency, an independent body, 
evaluates the user's petition, then decides what kind of investigation to conduct to resolve the dispute. 
The Authority is obligated, by law, to respect the decision rendered by the Canadian Transportation 
Agency. 


In the event of an unfavourable decision by the Canadian Transportation Agency, the financial loss 
incurred by the adverse judgment would have a direct impact on the Authority’s operations. The 
Authority would have to review its strategies and goals to maintain financial self-sufficiency. 


PILOTS 


Pilotage services are rendered by pilots belonging to pilot corporations with which the Authority 
negotiates contractual agreements. The Authority employs only Montreal Harbour pilots. Pilots working 
in a given district are, by law, either contract pilots or pilots employed by the Authority. 


Since pilotage services for each district are provided by a single group, and since the law precludes 
competition, the Authority must negotiate with pilot corporations that are monopolies. Bill C-9, 
however, contains a provision for resolving differences arising during negotiations. Under this Bill, 
work stoppage of any kind is prohibited. 


Costs related to pilotage contracts form approximately 80% of total costs. Consequently, contract 
negotiations have a direct impact on the Authority’s financial management. 


MARINE TRAFFIC 


Marine traffic has a direct effect on the Authority's operations and financial performance. Traffic varies 
from month to month within a year. In the first quarter of the year, which covers the winter months, 
traffic and the number of assignments are minimal. Montreal is the terminus of navigation because the 
St. Lawrence Seaway is closed to traffic. The fourth quarter is always the busiest. 


Since certain charges are by nature fixed, the variation of traffic volume is an important factor in 
planning income flows to meet financial obligations. 


The Authority has no control over traffic volume, which is affected by several factors, including: 
- Weather conditions 

Favorable temperature changes and harsh winters affect costs and piloting activity. 

- The value of the Canadian dollar 

Exchange rate fluctuation affects import and export levels and, by the same token, shipping. 

- Inflation and interest rates 


These two economic factors have an impact on product prices and on international trade, on which 
merchant shipping depends. 


- Competition from other transport modes 


Transport costs and speed are key factors for marine operators, and other modes of transportation are 
competitive in these respects. 


- Competition from the United States 


Pilotage fees are only one of many costs incurred by carriers. East-coast US ports compete fiercely 
with the St. Lawrence corridor. 


1] 


OUTLOOK FOR 2000 


The implementation of a new computer-based system, the implementation of ISO certification in 
Quebec City and Les Escoumins, and long-term debt repayment make the year 2000 a turning point 
for the Authority. 


COMPUTER-BASED SYSTEM 


Throughout 1999, the corporation, together with several experts, has developed a new computer- 
based system that will be operational at the beginning of the year 2000. The new system for pilotage 
mission assignments and billing should improve the efficiency and quality of the Authority’s services. 


ISO 9002 CERTIFICATION 


In the year 2000, the Authority will focus on retaining the certification awarded to the Montreal Region 
and its office and will go through the necessary procedures to obtain ISO certification for the Quebec 
City and Les Escoumiuns regions. 


FINANCIAL SELF-SUFFICIENCY 


The Authority expects to end 2000 with a slight deficit due to the latest negotiations with the pilots 
groups. We need to be alert since, because of debt servicing and capital outlays, the Authority will 
end the year 2000 with a cash shortage that must be covered by a bank loan. 


A new pilotage fee schedule incorporating a 3.0% increase will take effect in February 2000. The 
Authority must make sure the revenues generated by the new fees will be sufficient to maintain 
financial equilibrium. Consequently, a new fee schedule, to take effect January 1, 2001, will be 
published in 2000. 


ADMINISTRATION AND OPERATIONS 
In recent years, the Authority has managed its resources efficiently while maintaining the quality of its 
services and a high level of client satisfaction. The corporation plans to continue in the same way in 


order to hold onto its present achievements and to do even better. 


The corporation negotiated pilotage services contract renewal with the two pilots corporations in 1999. 


ACTIVITY REVIEW 


The Authority, in partnership with the pilots and any interested parties, conduct a continuing review of 
all aspects of its activities. In future annual reports, it will include an account of all measures taken to 
increase efficiency and reduce costs. 


In the year 2000, a review program will be developed in order to determine which activities are to be 
reviewed, who is to review them, and at what intervals. 


In 1999, two measures have mainly contributed to improve the efficiency and security of the service. 


The methodology to establish the winter navigation period has been revised, and the passage of ships 
in the fall when activities on the seaway are coming to an end have been expedited. 


INTERNET 


INTERNET apl@apl.gc.ca 
NETWORK 


The Authority can be reached by Internet so as to provide its clients with 
the best service possible. 


One of our objectives is to develop a Web site that will provide 
information for marine operators and the general public. 


THE YEAR 2000 


In preparing for the transition to the new millennium, the Authority set up a program in 1999 to update 
all its computerized and operational systems. Furthermore, it made sure that its suppliers, 
manufacturers, and associates had also taken the necessary steps to prepare themselves for the 
event. At the time this report was written we were able to confirm that the corporation had safely 
crossed the historical threshold of the millennium without major impact, financial or other. 


13 


ECONOMIC RETROSPECTIVE 


The purpose of this breakdown is to make the financial statements appearing on the following pages 
easier to understand, to explain year-to-year variations, and to relate figures to the budgets allocated 


for 1999. 


FINANCIAL OVERVIEW 

During fiscal 1999, the Authority posted a net profit of $475,732, compared with a net profit of 
$463,516 in 1998; this represents an improvement of $12,216. The budget for 1999 forecast a net 
profit of $144,000. Efforts were made to boost revenues and to reduce and/or cap expenditures. The 
1999 results enabled the Authority to maintain financial self-sufficiency. 


The balance of bank loans was reduced using the funds generated by the Corporation's operations. 


Comparative table of results as at December 31, 1999 


40, ie le ae eee See eee re en ee ne ee ee ee a Loe Pe —?— 1998 
—f— 1999 


~-e— Budgeted 
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REVENUES 


Revenues come chiefly from the fees charged for the services of pilots and pilot boats. A new pilotage 
fee schedule incorporating a 3.0% increase came into effect on January 1, 1999. Marine traffic 


decreased by 1.68% in 1999 from the previous year. 


Average ship dimensions and drafts were 


roughly the same as in 1998. These factors as a whole generated $377,974 in additional income. 


1999 REVENUES 


Pilot boats 
11.6% 


associated with these services. 


EXPENDITURES 


Most of the Authority’s costs consist of 
fees, salaries and benefits to pilots. 
Like revenues, these costs are directly 
affected by marine traffic volume as 
well as by ship dimensions and drafts. 


Overhead costs have _ increased, 
reflecting increases in the payroll and 
in the cost of renting the head office. 
In 1999, professional services costs 
remained high mainly for managing 
pilot contract application and renewal. 


Other 
0.1% 


Pilotage fees 
88.3% 


1999 EXPENDITURES 


Operations 


3.5% 


Pilot boats 
10.5% 
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Revenues from 
pilot boats are 
likewise influenced 
by traffic volume 
and user fees. 
These revenues 
cover the cost of 
the services 
offered by the 
Authority, as well 
as what the 
Authority has to 
pay private 
companies for 
their services, plus 
the overhead 


Pilotage 
81.4% 


FINANCIAL AND STATISTICAL HIGHLIGHTS 


FOR THE YEAR ENDED DECEMBER, 31 


(in thousands of dollars) 


1999 1998 1997 1996 1995 
Revenues 
Pilotage charges 36,814 36,298 33,654 31,586 30,397 
Pilot boats 4,833 4,932 4,442 4,356 3,909 
Others 42 81 89 Ue 61 
TOTAL $41,689. +«$41,311 + + «$38,185 $36,019 $34,367 
Expenses 
Pilots' fees salaries and 
benefits 33,566 33,086 31,946 31,958 31,869 
Operating costs of 
pilot boats 4,285 4479 4,081 — 4,034 ShieKs! 
Operation and 
administration 3,362 3,282 2,992 2,855 2,922 
TOTAL $ 41,213 $ 40,847 $ 39,019 $ 38,847 $ 38,544 
Net income (loss) $ 476 $ 464 $ (834) $ (2,828) $ (4,177) 
Working Capital $ (1,212) $ (664) $ (918) $ (2,043) $ (296) 
Number of Employees se an ae he 
Officers 3 3 3 3 3 
Administration 12 10 10 10 at 
Dispatching 17 Ah 16 16 Ag 
Boat crew 12 2 12 2 AS 
Employee pilots 8 8 8 8 9 
Contract pilots 176 174 167 165 164 
(active licences - person years) 
Statistics 
Number of assignments 21,654 22,018 20,941 21,342 21973 
Number of incidents* 22 29 26 23 Si 
% of incident free 
assignments 99.90% 99.87% 99.88% 99.89% 99.86% 


*Compilation of all maritime incident reports with or without damage 
“Regular employees 


THE AUTHORITY 


The Laurentian Pilotage Authority was established on February 1, 1972 pursuant to the Pilotage Act, 
Statutes of Canada 1970-71-72, Chapter 52. 


The mandate of the Laurentian Pilotage Authority is to establish, operate, maintain and administer, in 
the interest of safety, an efficient pilotage service within all Canadian waters in and around the 
Province of Quebec, north of the Northern entrance to the St. Lambert Lock, except the waters of 
Chaleur Bay south of Cap d'Esporr. 
To attain these objectives, regulations have been established by the Authority mainly with respect to: 
1) establishment of compulsory pilotage areas; 
2) prescribing of ships or classes of ships that are subject to compulsory pilotage; 
3) prescribing of classes of pilotage licences and certificates that may be issued; 


4) prescribing of tariffs of pilotage charges to be paid to the Authority for pilotage. 


In addition, all regulations that are presently in effect are from time to time amended to adapt to new 
circumstances, taking into account the changes in the services to be provided. 


The Laurentian Pilotage Authority is required to make regulations prescribing tariffs of pilotage 
charges which are fair and reasonable and consistent with providing a revenue sufficient to permit the 
Authority to operate on a self-sustaining financial basis. 


BOARD OF DIRECTORS AND OFFICERS OF THE CORPORATION 
Board of Directors 


Jean-Claude Michaud 
President 
of the Corporation 


Anne Carrier 
Architect 


Clément Gaudreau* 
Lieutenant Colonel (ret.) 


Captain Rosaire Desgagnés 
Groupe Desgagné6s inc. 


Michael Briggs Milner* 
Ex-Vice-President 
Robert Reford Inc. 


Gilles Denis*, pilot 
Pilotes du Saint-Laurent central inc. 


Jean Bouchard, pilot 
Corporation des pilotes du 
Bas Saint-Laurent 


* Members of the Audit Committee 
Officers 


Jean-Claude Michaud 
President 
of the Corporation 


Guy P. Major, LL.L.** 
Secretary 


Yvon Martel 
Treasurer 


Clément Deschénes 
Director of Operations 


“The duties of the Corporate Secretary are exercised by Legal Counsel who is not an employee of the Authority. 


Special Advisor 


Guy P. Major, LL.L. 
Legal Counsel 


STATEMENT OF MANAGEMENT RESPONSIBILITY 


The management of the Authority is responsible for the performance of the duties delegated to them 
by its Board of Directors. These include the preparation of the annual report and the production of its 
content, including the financial statements. The financial statements were prepared in accordance 
with generally accepted accounting principles on a basis consistent with that of the preceding year, 
and include estimates based on management's experience and judgement. 


Management maintains books and records, financial and management control, information systems 
and management practices designed in such a manner as to provide reasonable assurance that: 
reliable and accurate financial information is produced on a timely basis; assets are safeguarded and 
controlled; transactions are in accordance with Part X of the Financial Administration Act and its 
regulations as well as the Pilotage Act and regulations and by-laws of the Authority and any directives 
given to it; resources are managed economically and efficiently, and that the operations of the 
corporation are carried out effectively. 


The Auditor General of Canada conducts an independent audit of the financial statements of the 
Authority in accordance with generally accepted auditing standards. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for 
financial reporting and internal control, and exercises this responsibility through the Audit Committee, 
composed of three directors who are not employees of the Authority. The Audit Committee discharges 
the responsibilities conferred upon it by the Board of Directors, and meets on a regular basis with 
management and the Auditor General of Canada, who has unrestricted access to the Committee. 


es Ve 
Yvon Martel 
Trésorier 


Montreal, Quebec 
February 11, 2000 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


To the Minister of Transport 


| have audited the balance sheet of the Laurentian Pilotage Authority as at December 31, 1999 and 
the statements of operations and deficit and cash flows for the year then ended. These financial 
statements are the responsibility of the Authority's management. My responsibility is to express an 
opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that | plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of 
the Authority as at December 31, 1999 and the results of its operations and its cash flows for the year 
then ended in accordance with generally accepted accounting principles. As required by the Financial 
Administration Act, | report that, in my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my audit of 
the financial statements have, in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Pilotage Act and regulations and the by-laws of the 
Authority. 


Sheila Fraser, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
February 11, 2000 
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LAURENTIAN PILOTAGE AUTHORITY 


Balance Sheet 
as at December 31, 1999 


Assets 
Current 
Cash 
Accounts receivable 


Capital assets (Notes 4 and 5) 


Liabilities 

Current 
Current portion of bank loans (Note 5) 
Accounts payable 


Long term 
Provision for employee termination benefits 
Bank loans (Note 5) 


Equity of Canada 
Contributed capital 
Deficit 


1999 


94,908 
6,409,174 


$ 6,504,082 


3,331,660 


$ 9,835,742 


981,114 
6,725,292 


$ 7,706,406 


822,924 
2,824,601 
3,647,525 


$ 11,353,931 


2,479,154 
(3,997,343) 
(1,518,189) 


$ 9,835,742 


The accompanying Notes are an integral part of these financial statements. 


Approved by the Authority: 


Chair 
JE 


1998 


599,678 
5,723,214 


$ 6,322,892 


3,231,174 
$ 9,554,066 


921,183 
6,065,949 


$ 6,987,132 


755,140 
3,805,715 


4,560,855 
$ 11,547,987 


2,479,154 
(4,473,075) 


(1993,9211)) 
$ 9,554,066 


LAURENTIAN PILOTAGE AUTHORITY 


Statement of Operations and Deficit 
for the year ended December 31, 1999 


Revenues 
Pilotage charges 
Interest and other revenues 


Expenses 

Pilots' fees, salaries and benefits 
Operating costs of pilot boats (Note 5) 
Staff salaries and benefits 
Professional and special services 
Rentals 

Financing costs 

Utilities, material and supplies 
Communications 

Transportation, travel and hospitality 
Maintenance 

Other 


Net income for the year 


Deficit, beginning of the year 


Deficit, end of the year 


The accompanying Notes are an integral part of these financial statements. 


Pip: 


1999 


41,647,204 
41,514 


$ 41,688,718 


33,565,936 
4,284,645 
1,947,760 

616,713 
204,532 
155,347 
115,035 
88,241 
70,986 
35,861 
127,930 


$ 41,212,986 


$ 475,732 


(4,473,075) 
$ (3,997,343) 


1998 


41,229,957 
80,787 


$ 41,310,744 


33,085,894 
4,478,583 
1,815,619 

617,898 
12,825 
212,886 
113,020 
74,932 
89:270 
56,611 
129,690 


$ 40,847,228 


$ 463,516 


(4,936,591) 
$ (4,473,075) 


LAURENTIAN PILOTAGE AUTHORITY 


Statement of Cash Flows 
for the year ended December 31, 1999 


Operating activities 
Net income for the year 
Non-cash items: 
Amortization 
Increase in the provision for 
employee termination benefits 


Decrease (increase) in accounts receivable 
Increase (decrease) in accounts payable 


Investing activities 
Additions to capital assets 


Financing activities 
Bank loan 
Repayment on bank loans 


Cash 
Increase (decrease) for the year 
Balance, beginning of the year 


Balance, end of the year 


1999 
475,732 
290,060 


67,784 
$ 833,576 


(685,960) 
659,343 


$ 806,959 


$ (390,546) 


(921,183) 


$ (921,183) 


(504,770) 
599,678 


$ 94,908 


The accompanying Notes are an integral part of these financial statements. 
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1998 
463,516 
287,207 


49,542 
$ 800,265 


1,686,798 
(1,142,070) 


$ 1,344,993 


$ (336,881) 


1,000,000 
(837,045) 


> 162,955 


1,171,067 


(571,389) 
$ 599,678 


LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements 
December 31, 1999 


1. Authority and activities 


The Laurentian Pilotage Authority was established in 1972 under the Pilotage Act. Its objectives 
are to establish, operate, maintain and administer in the interests of safety an efficient pilotage 
service within certain designated Canadian waters in and around the Province of Quebec. The Act 
provides that pilotage tariffs shall be fair and reasonable and assure a revenue which, together with 
any revenue from other sources, is sufficient to permit the Authority to operate on a self-sustaining 
basis. In accordance with the new Canada Marine Act assented to on June 11, 1998 (Bill C-9) that 
modified the Pilotage Act, the Authority no longer has access to Parliamentary appropriations. 


The Authority is a Crown corporation named in Part | of Schedule III to the Financial Administration 
Act. The Authority is not an agent of Her Majesty and is exempt from income taxes. 


2. Significant accounting policies 


The financial statements of the Laurentian Pilotage Authority have been prepared in accordance 
with generally accepted accounting principles. The significant accounting policies used in the 
preparation of these financial statements are summarized below. 


Capital assets 
Capital assets obtained from Canada when the Authority was established were recorded at the 
then assigned values. Capital assets purchased subsequently by the Authority are recorded at 


cost. 


Capital assets are amortized using the straight-line method, at rates based on the estimated useful 
lives of the assets. 


The estimated useful lives for the major categories of capital assets for the purposes of calculating 
amortization are as follows: 


Buildings 10 years 
Pilot boats 10 and 15 years 
Furniture and fixtures 10 years 
Communications equipment 10 years 
Computer equipment 5 years 
Boarding facilities 15 and 20 years 
Wharf improvements 15 years 
Contributed capital 


The values assigned to the capital assets obtained from Canada when the Authority was 
established and the net cost of capital assets financed from parliamentary appropriations are 
recorded as contributed capital. 
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LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements (continued) 
December 31, 1999 


Pension plan 


Employees participate in the Superannuation Plan administered by the Government of Canada. 
The employees and the Authority contribute equally to the cost of the Plan. This contribution 
represents the total pension obligation of the Authority. Contributions in respect of current service 
and of admissible past service are expensed when paid. The terms of payment of past service 
contributions are set by the applicable purchase conditions, generally over the number of years of 
service remaining prior to retirement. 


The Authority is not required under present legislation to make contributions with respect to 
actuarial deficiencies of the Public Service Superannuation Account. 


Employee termination benefits 


On termination of employment, employees are entitled to certain benefits provided for under their 
collective agreements and their conditions of employment. Generally, the benefits equal one week 
of salary for each year of employment. The cost of these benefits is expensed in the year in which 
they are earned. 


Measurement uncertainty 


The preparation of financial statements requires management to make estimates and assumptions 
that affect the reported assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenue and expenses during the 
reporting periods. Actual results could differ from those estimates. 


3. Fair values of financial instruments 


The transactions related to accounts receivable and accounts payable are incurred in the normal 
course of business. The carrying amounts of each of these accounts approximate their fair value 
because of their short-term maturity. There is no concentration of accounts receivable with any 
customer and, consequently, the credit risk is low. 


On December 31, 1999, the fair value of the bank loans is estimated at $3,799,081 ($4,829,042 on 
December 31, 1998) while the book value is $3,805,715 ($4,726,898 on December 31, 1998). This 
estimate is based on the future principal repayments discounted at current interest rates for similar 
loans. 
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LAURENTIAN PILOTAGE AUTHORITY 


Notes ot Financial Statements (continued) 


December 31, 1999 


4. Capital assets 
1999 


Accumulated 


Cost amortization 
Land 9,300 -- 
Buildings 66,386 37,725 
Pilot boats 3,758,313 1,998,007 
Furniture and 
fixtures 151,397 119,519 
Communications 
equipment 93,274 42,901 
Computer 
equipment 866,284 137,615 
Boarding 
facilities 303,344 228,868 
Wharf 
improvements 1,090,318 442,321 
$ 6,338,616 $ 3,006,956 


Net 
9,300 
28,661 
1,760,306 
31,878 
50,373 
728,669 
74,476 


647,997 
$ 3,331,660 


Amortization for the year is $ 290,060 ($ 287,207 in 1998). 


5. Bank Loans 


Loan to finance the acquisition of a pilot 
boat matures in 2001 and bears interest 

at a rate of 7.23%. The capital repay- 
ments are calculated based on an amor- 
tization period of 15 years, guaranteed by a 
first maritime mortgage on a pilot boat 

with a net book value of $ 1,759,029. 


Loan to finance the cash deficit of the year 
1996 matures in 2002 and bears interest 
at a rate of 7.10%. 


Loan to finance the cash deficit of the year 
1997 matures in 2001 and bears interest at 
a rate of 5.9%. 


Less: current portion 


As at December 31, the capital repayments of 
these loans for the following years are as follows: 


1999 
2000 
2001 
2002 
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Cost 
9,300 
66,386 
Si DOLlS 
150,462 
96,515 
480,504 
303,344 


1,090,318 
$ 5,955,142 


1999 


2,064,028 


1,360,066 


381,621 


$ 3,805,715 


981,114 


$ 2,824,601 


981,114 
2,532,944 
291,657 


$ 3,805,715 


1998 
Accumulated 
amortization 


34,669 
1,836,432 


112,541 

35,568 
106,657 
220,580 


Siito2d 
$ 2,723,968 


Net 
9,300 
Ser Ae 
1,921,881 
37,921 
60,947 
373,847 
82,764 


TAZSOT. 
$ 3,231,174 


1998 


2,173,524 


1,840,272 


713,102 


$ 4,726,898 


921,183 


$ 3,805,715 


CPE 
981,114 
2,532,944 
291,657 


$ 4,726,898 


LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements (continued) 
December 31, 1999 


Interest expense in the amount of $153,399 ($160,702 in 1998) related to the bank loan to finance 
a pilot boat is recorded in the item “ Operating costs of pilot boats ”. 


6. Contingencies 

In connection with its operations, the Authority is the claimant or defendant or otherwise involved in 
pending claims and lawsuits. It is the opinion of management that these actions will not result in 
any material liabilities to the Authority. No provision has been recorded in the accounts in this 
regard. 

7. Commitments 


The future minimum payment commitments under an operating lease related to the rental of 
premises are as follows: 


2000 185,251 
2001 185,251 
2002 185,251 
2003 185,251 
2004 30,875 
$771,879 


8. Related party transactions 


The Authority is related in terms of common ownership to all Government of Canada created 
departments, agencies and Crown corporations. The Authority enters into transactions with these 
entities in the normal course of business. 


9. Uncertainty due to the Year 2000 Issue 


The Year 2000 Issue arises because many computerized systems use two digits rather than four to 
identify a year. Date-sensitive systems may recognize the year 2000 as 1900 or some other date, 
resulting in errors when information using year 2000 dates is processed. In addition, similar 
problems may arise in some systems that use certain dates in 1999 to represent something other 
than a date. Although the change in date has occured, it is not possible to conclude that all 
aspects of the Year 2000 Issue that may affect the Authority, including those related to customers, 
suppliers, or other third parties, have been fully resolved. 
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MESSAGE FROM THE CHAIRMAN 


The Honourable David M. Collenette 
P.C., M.P. 

Minister of Transport 

Transport Canada 

Ottawa, Ontario 

K1A ON7 


Dear Minister: 


In accordance with Section 150 of the Financial Administration Act, | am pleased to present the 
Laurentian Pilotage Authority’s Annual Report for the year ending December 31, 2000. 


RESULTS: The number of assignments in 2000 totalled 20,713, as compared to 21,654 in 1999, a 
decrease of 4.3% in the Laurentian Region. The average number of assignments over the last five 
years, i.e., from 1996 through 2000, was 21,334. 


The Authority continued to keep its administrative and operating expenses as low as possible in 2000. 
The Authority’s revenues totalled $41,347,037, a decrease of $341,681, resulting in a net loss of 
$369,778, as compared to a net profit of $475,732 in 1999, a year-to-year difference of $845,510. The 
difference between the two years is largely attributable to an increase in fees, salaries and benefits 
paid to the pilot groups, an increase that was not fully offset by a higher tariff rate. 


TARIFFS: After conducting the first tariff review since 1985, the Authority published on September 16, 
2000 in the Canada Gazette, Part |, a complete revision of its tariffs, which included a 4.2% increase in 
2001 and a 4.1% increase in 2002. Despite the urgent need to have the tariff adopted, an order-in- 
council could not be obtained within the timeframe prescribed by law as a result of the elections. 
Further to the publication of the revised tariffs, four parties filed objections to the requested increases, 
but without criticizing the tariff reform. Moreover, five parties filed calls for participation. The Canadian 
Transportation Agency hearings were held in early January 2001. 


REGULATIONS: Further to the departmental report which incorporated the recommendations of the 
Canadian Transportation Agency on outstanding pilotage issues, the changes to the Laurentian 
Pilotage Authority’s regulations, which were prepared by a Board committee and adopted by the Board 
of Directors on March 2, 2000, were sent to Ottawa for publication in the Canada Gazette, Part |. 
Despite the repeated efforts of the Authority, the proposal has not yet been published in the Gazette. 


Y2K TRANSITION: The Authority closely monitored computer systems and software to ensure that 
there were no major problems affecting service quality. The transition went smoothly, and there were 
no resulting delays. 


IMPLEMENTATION OF.A NEW COMPUTER SYSTEM: Every possible effort was made to ensure 
that the transition to our new computer system would cause minimal delays and costs. The system 
was delivered late and we experienced problems in using it, which made it difficult for us to maintain 
the levels of quality and efficiency to which our clients were accustomed. 


Although the data produced were of good quality, it was difficult to corroborate them and thus ensure 
their reliability. We had to adapt our work methods in order to overcome the shortcomings of the new 


system. 
CONTRACTS 


The Charlevoix pilot boat was placed in dry dock in 2000 for its four-year hull inspection at a cost of 
$150,993, pursuant to a contract signed with /ndustries Océan in Isle aux Coudres on June 29. 


On October 6, the Board of Directors authorized a temporary charter-party contract with /ndustries 
Océan inc. to lease a new spare pilot boat at Les Escoumins, commencing in spring 2001. The 
shipyard is building the boat at a cost of $2,950,000. The contract included an initial period ending on 
June 1, 2001, when government authorizations would allow the Authority to exercise various options, 
such as capital lease, purchase, etc. The lease was based on the depreciation cost of the boat over 
14 years. The contract was, however, cancelled on December 13 because Scotiabank became the 
owner of the boat, and an identical charter-party contract was signed with Scotiabank. For the 
purposes of determining the total cost of the lease, the depreciation cost used was $3,050,000, which 
covers the cost of building the boat and the architect fees, as well as the legal expenses incurred by 
the bank. 


DISCIPLINARY MEASURE: A District 1 pilot, who had received a number of prior reprimands and 
Suspensions as a result of his behaviour and negligence in Carrying out his work, had his licence 
Suspended for six months and two weeks. He will be required to present a medical certificate certifying 
that he is fit to resume his duties as pilot before returning to work. 


THANKS: | would like to thank all employees for their hard work in adapting to our new computer 
system, the pilots for their professionalism, the government and private agencies who continue to 
support us in fulfilling our mission and the Board of Directors for their support and hard work on the 


Board committees. 


Yours sincerely, 


ean-Claude Michaud, Cert. Admin. 
airman 


Montreal, Quebec 
February 16, 2001 
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MISSION AND ANNUAL REVIEW 


MANDATE 


The mandate of the Laurentian Pilotage Authority is to operate,’ maintain and administer, in the 
interests of safety, an efficient pilotage service on the waters of the St. Lawrence River between Les 
Escoumins and the north gate of the St. Lambert Lock, on the Saguenay River and in Chaleur Bay. 
The Authority's mandate was set out in the 1972 Pilotage Act. 


REGULATORY POWERS 


Subject to the concurrence of the Governor in Council, the Authority regulates establishment of 
mandatory pilotage districts, exemptions from mandatory pilotage, pilotage fees and classes of pilot 
licences and certificates issued. The Authority is required to charge fair and reasonable fees that will 
enable it to be financially self-sufficient. Tariff increases must be published and authorized. 


DESCRIPTION OF ACTIVITIES 


In order to fulfil its mandate, the Authority has established three mandatory pilotage districts: one for 
the Port of Montreal, another for the navigable waters between Montreal and Quebec City, and a third 
for the navigable waters between Quebec City and Les Escoumins, including the Saguenay River. 
These districts represent a distance of 265 nautical miles from Les Escoumins to Montreal, and 
another 70 nautical miles on the Saguenay. 


The Authority has also adopted regulations governing the establishment, operation and management 
of pilotage services in the region’s non-compulsory waters. 


Pilotage services within the limits of the Port of Montreal are provided by pilots who are employed by 
the Authority. Services for navigable waters between Montreal and Les Escoumins, including the 
Saguenay River, are provided by pilots contracted from two corporations with which the Authority has 
entered into agreements. 


Pilot boats transport pilots from shore to ship. The Authority owns and operates a pilot station in Les 
Escoumins, as well as pilot boats capable of serving ships throughout the year. The Authority 
contracts out services at the following pilot stations to private companies: Quebec City, Trois Riviéres, 
Sorel, Lanoraie and Montreal. 


The pilot assignment system operates 24 hours a day, seven days a week. A dispatching centre in 
Quebec City is in charge of assigning pilots for the district between Quebec City and Les Escoumins, 
including the Saguenay River. A centre in Montreal is in charge of the districts between Montreal and 
Quebec City. These centres are equipped with a computerized system. 


The Authority must co-ordinate its efforts, activities and management with a number of organizations, 
including the Atlantic Pilotage Authority, to manage services in non-compulsory waters; the 
St. Lawrence Seaway Authority, which operates the St. Lambert Lock; the Canadian Coast Guard, 
which manages marine activities, navigational aids and dredging and icebreaking services; the Marine 
Traffic Services Centre; the various ports in the region; and the associations representing agents, 
owners and operators of Canadian and foreign ships. 


The Authority has its head office in Montreal. The Board consists of seven members who are 
appointed by the Governor in Council. The Chairman of the Board is also the Chairman and Chief 
Executive Officer of the Authority. The management and administrative staff, dispatchers, ships’ crews 
and Port of Montreal pilots are permanent employees of the Authority and number 53. There are 
approximately 189 contract pilots; their numbers vary, depending on the needs of marine traffic. Each 
year, the Authority receives between 30 and 50 applications for pilot positions. The Authority rates 
applicants according to experience and personal qualifications, and then generates an annual 
recruiting list. All candidates are graduates of the /nstitut maritime du Québec in Rimouski. The 
Authority may also recruit graduates from similar institutions, such as the Canadian Coast Guard 
College in Sydney, Nova Scotia. 


VOLUME OF ACTIVITY 


Revenues from pilotage fees and the cost of pilotage services are directly related to the number of 
pilot assignments and hours, and ship size and draft. 


NUMBER OF ASSIGNMENTS 


22,500 


The number of ships 
navigating the St. 
Lawrence River directly 
affects the number of 
pilot assignments. Ship 
size and drafts differ 
from year to year. 


22,000 


21,500 
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Revenues and expenses related to the pilot boats operated by the Authority and those under contract 
are also related to the number of services provided to ships. Administrative and dispatching centre 
expenses are relatively fixed, and the volume of marine traffic has little impact on them. 


FINANCING 


REVENUES AND EXPENDITURES 
($000) 
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REVENUES 
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Over the years, the 
Authority has incurred 
losses and 
accumulated deficits. 
Our efforts to better 
manage revenues and 
expenses have proved 
productive, as we have 
reduced the cumulative 
deficit since 1998. 


Until 1995 the annual 
cash flow deficit was 
covered by 

parliamentary 
appropriations, but in 
1996 Transport Canada 
put an end to this 
practice. Bill C-9, 
adopted in 1998, 
amended the Pilotage 


Act and prohibited the Authority from resorting to parliamentary appropriations. Consequently, in 1996 
and 1997, the Authority covered cash flow deficits with bank loans to be repaid in the following years 


with revenues generated by its operations. 


operations 
borrowing money and to pay 
down the bank loans. 


The financial results for 1998 
through 2000, combined with 
tight cash flow control, have 
enabled 
finance 


the Authority to 
without 


The loan balance on December 31, 2000 will be repaid in instalments until 2002. 


STRATEGIC ORIENTATION 
2000 


ACCOMPLISHMENTS 


Achieve Financial Self- 
Sufficiency 


- Increase revenues 


The implementation and user acceptance of the tariff regulations 
published in 1997 yielded a rate increase of 3% as of 
February 24, 2000. 


Further to the efforts of the working committee set up to review 
the tariff with a view to simplifying it and bringing it into line with 
current pilotage operating conditions, new tariff regulations were 
published in 2000 which included increases of 4.2% and 4.1% 
respectively in 2001 and 2002. Some users have filed objections 
to the new tariff regulations with the Canadian Transportation 
Agency. 


- Bill C-9 has not delivered the desired benefits in terms of 
financial self-sufficiency, as the Government of Canada is 
unable to implement new tariffs 30 days after publication, as 
provided by law. The tariff for 2001 only took effect on 
February 15, 2001, even though it was published on September 


16, 2000. 
- Achieve effective cost- - Debt servicing costs have decreased, as the loans have been 
management paid down. 


- In the wake of the labour contract negotiations with certain 
groups of pilots in 1999, some expenditures have been 
postponed until 2002, when the Authority expects to enjoy an 
improved financial position. 


- Upgrade management, - ISO 9002-1994 certification has been maintained and 
administrative and operating information was obtained on the new ISO 9002-2000 standard. 
methods 


- We did not experience any Y2K transition problems with the old 
assignment, billing and remuneration system. The system was 
subsequently abandoned in June 2000, and a new system is 
now used. New work methods are currently being evaluated. 


GOALS 


Maximize Efficiency of the 
Pilotage System 


- Minimize the number of 
incidents 


- Offer the best pilotage 
service and meet user 
needs 


- Replace fixed assets 


- ISO 9002 certification 


Review the Current System 
for Issuing Pilotage 


Certificates 


- Update Authority regulations 


- Assess the pilotage 
certificate program 


ACCOMPLISHMENTS 


99.87% of assignments in 2000 were incident free. 


Continuing education for pilots was maintained. 


Incidents are investigated and reports are submitted to 
management for review. 


Review and renewal of assignment and billing computer 
systems continued in 2000. 


Consultations and numerous exchanges took place with users 
about the quality and efficiency of services and information 
provided. 


Add, remove and amend certain pilot operating rules to improve 
service. 


Major repairs were made to the pilotage station in Les 
Escoumins. 


The Charlevoix pilot boat was inspected in dry dock and the 
required repairs were made. A lease was negotiated for a spare 
pilot boat. Construction of the new boat began in 2000, and 
delivery is expected in spring 2001. 


Certification for the Montreal Region was renewed in 2000. 


Further to the work of the regulatory review committee, the 
revised regulations were sent to Ottawa for publication. 


A training program has been developed; the program will be 
implemented upon adoption of the regulations. 


Follow Transport Canada 
Recommendations on 

Reviewing Certain Aspects 
of Pilotage 


Adopt a risk-based method 


Develop a structured 
complaint-handling method 


Develop a pilot competence 
and service quality 
evaluation system 


Review activities to increase 
efficiency and reduce costs 


Report on the 
implementation of finance, 
operations and planning 
consultations 


Develop a system for and 
provide details on the 
publication of marine 

occurence information 


_ regulations. The work group met with marine industry 


ACCOMPLISHMENTS 


The Authority participated in the Transport Canada work group 
mandated to develop a risk-based method. 


Training was received on implementing the method. 


The ISO 9002 procedure implemented in 1999 allowed efficient 
handling of complaints. 


In 2000, the Authority updated the register of training received 
by pilots. 


Discussions were held with the pilot corporations, and an 
evaluation method should be implemented in 2001. 


Service levels were maintained by replacing a pilot at the Port of 
Montreal. A cost/benefit analysis will be conducted to determine 
whether a ninth pilot should be hired. 


Users are no longer required to use a docking pilot. 


An internal work group was set up to review the tariff 


representatives to explain the tariff changes. Budgets were 
presented, and the Laurentian Pilotage Authority's financial 
situation was discussed. 


Presentations were also given on the replacement of the spare 
pilot boat at Les Escoumins. The impact on service levels and 
costs was explained. 


A new information table is being developed and will be used in 
2001. 


ECONOMIC CONDITIONS 


The Authority provides services in a highly regulated monopolistic market. Pursuant to the Pilotage 
Act, ships meeting certain specifications which navigate the St. Lawrence River between Les 
Escoumins and St. Lambert must use the pilotage services of the Authority, the only organization 
authorized to provide services in this region. Many elements of the monopolistic market create 
operating and management methods that differ from what one would find in a competitive market. 


TARIFFS 


To avoid abuses, legislators created procedures for establishing pilotage tariffs. When the Authority 
needs to change its tariffs, it must publish them in the Canada Gazette. Users then have a period of 
time in which to challenge them. The Canadian Transportation Agency, an independent body, 
evaluates the user's petition and then decides what kind of investigation, to conduct to resolve the 
dispute. The Authority is obligated, by law, to respect the decision rendered by the Canadian 
Transportation Agency. 


In the event of an unfavourable decision by the Canadian Transportation Agency, the financial loss 
incurred as a result of the adverse judgment would have a direct impact on the Authority’s revenues. 
The Authority would have to review its strategies and goals to maintain financial self-sufficiency. 


PILOTS 


Pilotage services are rendered by pilots belonging to pilot corporations with which the Authority 
negotiates contractual agreements. Only Port of Montreal pilots are Authority employees. Pilots 
working in a given district are, by law, either contract pilots or pilots employed by the Authority. 


Since pilotage services for each district are provided by a single group, and because the law precludes 
competition, the Authority must negotiate with pilot corporations that are monopolies. Bill C-9, 
however, contains a provision for resolving differences arising during negotiations. Under this Bill, 
work stoppage of any kind is prohibited. 


Costs related to pilotage contracts account for approximately 80% of the Authority’s total costs. 
Consequently, contract negotiations have a direct impact on the Authority's financial management. 
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MARINE TRAFFIC 


Marine traffic has a direct effect on the Authority's operations and financial performance. Traffic varies 
from month to month within a year. In the first quarter of the year, which covers the winter months, 
traffic and the number of assignments are minimal. The Port of Montreal is the terminus of navigation 
because the St. Lawrence Seaway is closed to traffic. The fourth quarter is always the busiest. 


As certain expenses are fixed, changes in traffic volume are an important consideration in planning 
revenues to meet financial obligations. 


The Authority has no control over traffic volume, which is affected by several factors, including: 


Weather conditions 


Variable summers and harsh winters affect costs and piloting activity. 
- The value of the Canadian dollar 

Exchange rate fluctuations affect import and export levels and, by the same token, shipping. 
- Inflation and interest rates 


These two economic factors have an impact on product prices and international trade, on 
which merchant shipping depends. 


- Competition from other transport modes 


Transport costs and speed are key factors for marine operators, and other modes of 
transportation are competitive in these respects. 


- Competition from the United States 


Pilotage fees are only one of many costs incurred by carriers. East coast US ports compete 
fiercely with the St. Lawrence corridor. 


1] 


OUTLOOK FOR 2001 


2001 will certainly be a year of pilotage review and analysis, as a number of the recommendations 
made by Transport Canada must be implemented in 2001. Financial self-sufficiency remains a 
constant challenge and concern. 


COMPUTER SYSTEM 


Over the course of 2000, a new pilotage assignment and service billing computer system was 
implemented. Delays in delivery of the system and the numerous problems encountered in using it will 
require us-to make improvements in 2001, in order to restore the level of service provided by the 
Authority. 


FINANCIAL SELF-SUFFICIENCY 


The Authority expects to end 2001 with a slight profit. We must, however, remain vigilant, as debt 
servicing and capital outlays will cause the Authority to end 2001 with a cash shortage that will have to 
be covered by a bank loan. 


The 4.2% tariff increase scheduled for January 1, 2001 was only implemented on February 15, 2001. 
The delay resulted from the slowdown in government operations during the election period. Lost 
revenues of about $135,000 will therefore be incurred in 2001 as a result of the delay. 


Although the 4.2% increase has been implemented, objections have been filed with the Canadian 
Transportation Agency. The Agency will be issuing its recommendations on March 2, 2001. In the 
event the Agency refuses the requested increase, the Authority will have to reimburse clients. The 
decision could result in the Authority being unable to fulfil its mandate of financial self-sufficiency. 


ADMINISTRATION AND OPERATIONS 


In recent years, the Authority has managed its resources efficiently while maintaining the quality of its 
services and a high level of client satisfaction. The corporate plan will keep the Authority on the same 
course in order to preserve achievements to date and do even better. 


Two labour agreements will expire in 2001. The agreement with staff pilots working in the Port of 
Montreal will expire on December 31, 2001, while the agreement with dispatchers, office employees 
and sailors will expire on June 30, 2001. Negotiations will therefore be conducted in 2001 to renew 
these agreements. 


The Authority has signed an agreement with Scotiabank to lease a pilot boat to be used as a spare at 
the Les Escoumins pilotage station. The boat will be delivered in spring 2001. Government 
authorization was requested in the corporate plan to convert the lease agreement into a capital lease 
or purchase agreement. 


INTERNET 


INTERNET apl@apl.gc.ca 


The Authority can be reached by Internet so as to provide its clients with 
the best possible service. We plan to develop a Web site that will provide 
information for marine operators and the general public. 
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ECONOMIC RETROSPECTIVE 


The purpose of this analysis is to make the financial statements appearing on the following pages 
easier to understand, explain year-to-year variations and relate figures to the budgets allocated for 
2000. 


FINANCIAL OVERVIEW 


During fiscal 2000, the Authority posted a net loss of $369,778, compared with a net profit of $475,732 
in 1999, a difference of $845,510. The 2000 budget had forecast a net loss of $250,000. Efforts were 
made to boost revenues and to reduce and/or cap expenditures. The 2000 results did not enable the 
Authority to maintain financial self-sufficiency. 


The balance of bank loans was reduced using the funds generated by the Corporation’s operations. 


Comparative table of results as at December 31, 2000 
($000) 


—e— Budget 2000 
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REVENUES 


Revenues are derived chiefly from the fees charged for the services of pilots and pilot boats. A new 


pilotage tariff incorporating a 3.0% increase came into effect on Februa 


ry 24, 2000. Marine traffic 


decreased by 4.35% in 2000 from the previous year. Average ship dimensions and drafts were roughly 
the same as in 1999. These factors as a whole decreased revenues by $341,681. 


2000 REVENUES 
Pilot boats Other 
11.3% 0.5% 


EXPENDITURES 


Most of the Authority’s costs consist of pilot 
fees, salaries and benefits. Like revenues, 
these costs are directly affected by marine 
traffic volume, as well as by ship 
dimensions and drafts. 


Overhead costs have increased, reflecting 
increases in payroll and amortization of the 
new computer system. 


Pilotage fees 
88.2% 


Pilot boats 
10.5% 
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Revenues from pilot 
boats are likewise 
influenced by _ traffic 
volume and user fee 
increases. These 
revenues cover the 
cost of the services 
offered by the Authority 
using its pilot boats, as 
well as what the 
Authority has to pay 
private companies for 
their services, plus the 
overhead associated 
with these services. 


2000 EXPENDITURES 


Administration 


Pilotage 
80.9% 


COMPARISON AND STATISTICS 


FOR THE YEAR ENDED DECEMBER, 31 


(in thousands of dollars) 


2000 
Revenues 
Pilotage charges 36,479 
Pilot boats 4,675 
Others 193 
TOTAL $ 41,347 
Expenses 
Pilots' fees salaries and 
benefits 33,741 
Operating costs of 
pilot boats 4,392 
Operation and 
administration 3,584 
TOTAL $ 41,717 
Net income (loss) $ (370) 
Working Capital $ (3,761) 
Number of Employees 
Officers 3 
Administration 12 
Dispatching 18 
Boat crew 12 
Employee pilots 8 
Contract pilots 173 
(active licences - person years) 
Statistics 
Number of assignments 20,713 
Number of marine occurrences 26 
Holder of marine pilotage 
certificates if 


1999 
36,814 
4,833 


42 
$ 41,689 


33,566 
4,285 
3,362 

$ 41,213 


$ 476 


$ (1,212) 


1998 
36,298 
4,932 


81 
$ 41,311 


33,086 
4,479 
3,282 

$ 40,847 


$ 464 


$ (664) 


22,018 


“Compilation of all reported marine occurrences with or without damage 


1997 
33,654 
4,442 


89 
$ 38,185 


31,946 
4,081 
2,992 

$ 39,019 


$ (834) 


$ (918) 


20,941 
26 


1996 
31,586 
4,356 


Tae 
$ 36,019 


31,958 
4,034 
2,009 

$ 38,847 


$ (2,828) 


$ (2,043) 


21,342 


MARINE OCCURRENCE STATISTICS 


| 
i 
i 
i 


_OCCURENCE 1999 
Touch bottom Seca er ae = 4 
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THE AUTHORITY 


The Laurentian Pilotage Authority was established on February 1, 1972 pursuant to the Pilotage Act, 
Statutes of Canada 1970-71-72, Chapter 52. 


The mandate of the Laurentian Pilotage Authority is to establish, operate, maintain and administer, in 
the interest of safety, an efficient pilotage service within all Canadian waters in and around the 
Province of Quebec, north of the Northern entrance to the St. Lambert Lock, except the waters of 
Chaleur Bay south of Cap d'Espoir. 
To attain these objectives, regulations have been established by the Authority mainly with respect to: 

1) establishment of compulsory pilotage areas; 

2) prescribing of ships or classes of ships that are subject to compulsory pilotage; 

3) prescribing of classes of pilotage licences and certificates that may be issued; 


4) prescribing of tariffs of pilotage charges to be paid to the Authority for pilotage. 


In addition, all regulations that are presently in effect are from time to time amended to adapt to new 
circumstances, taking into account the changes in the services to be provided. 


The Laurentian Pilotage Authority is required to make regulations prescribing tariffs of pilotage 


charges which are fair and reasonable and consistent with providing a revenue sufficient to permit the 
Authority to operate on a self-sustaining financial basis. 
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DIRECTORS AND OFFICERS 


Board of Directors 


Jean-Claude Michaud 
Chairman and Chief Executive Officer 


Jean Bouchard, Pilot 
Corporation des pilotes du 
Bas Saint-Laurent 


Anne Carrier 
President 
Anne Carrier Architectes 


Gilles Denis*, Pilot 
Pilotes du Saint-Laurent central inc. 


Captain Rosaire Desgagnés 
Director of Shipping 
Groupe Desgagnés inc. 


Clément Gaudreau* 
Lieutenant Colonel (Ret.) 


Michael Briggs Milner* 
Former Vice-President 
Robert Reford inc. (Ret.) 


* Audit Committee members 


Corporate Secretariat 
Guy P. Major, LL.L 


Officers 


Yvon Martel 
Treasurer 


Clément Deschénes 
Director of Operations 


STATEMENT OF MANAGEMENT RESPONSIBILITY 


The management of the Authority is responsible for the performance of the duties delegated to them 
by its Board of Directors. These include the preparation of the annual report and the production of its 
content, including the financial statements. The financial statements were prepared in accordance 
with canadian generally accepted accounting principles on a basis consistent with that of the 
preceding year, and include estimates based on management's experience and judgement. 


Management maintains books and records, financial and management control, information systems 
and management practices designed in such a manner as to provide reasonable assurance that: 
reliable and accurate financial information is produced on a timely basis; assets are safeguarded and 
controlled; transactions are in accordance with Part X of the Financial Administration Act and its 
regulations as well as the Pilotage Act and regulations and by-laws of the Authority and any directives 
given to it; resources are managed economically and efficiently, and that the operations of the 


corporation are carried out effectively. 


The Auditor General of Canada conducts an independent audit of the financial statements of the 
Authority in accordance with Canadian generally accepted auditing standards. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for 
financial reporting and internal control, and exercises this responsibility through the Audit Committee, 
composed of three directors who are not employees of the Authority. The Audit Committee discharges 
the responsibilities conferred upon it by the Board of Directors, and meets on a regular basis with 
management and the Auditor General of Canada, who has unrestricted access to the Committee. 


Yvon Martel 
Treasurer 


Montreal, Quebec 
February 16, 2001 
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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


To the Minister of Transport 


| have audited the balance sheet of Laurentian Pilotage Authority as at December 31. 2000 and the 
statements of operations and deficit and cash flows for the year then ended. These financial 
statements are the responsibility of the Authority's management. My responsibility is to express an 
opinion on these financial statements based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that | plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a2 tes! Dasis 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management. 2s we!! as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financia! position of 
the Authority as at December 31, 2000 and the results of its operations and its cash flows for tne year 
then ended in accordance with Canadian generally accepted accounting principles. As required by 
the Financial Administration Act, | report that, in my opinion, these principles have been appiied on a 
basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my auart 
of the financial statements have. in all significant respects. been in accordance witn Part x of tne 
Financial Administration Act and regulations. the Pilotage Act and regulations and the Dy-iaws oO! ine 
Authority. 


Richard Flageole, FCA 
Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
February 16, 2001 


LAURENTIAN PILOTAGE AUTHORITY 


Balance Sheet 


as at December 31, 2000 


Assets 
Current 
Cash 
Accounts receivable 


Capital assets (Notes 4 and 5) 


Liabilities 

Current 
Bank indebtedness 
Current portion of bank loans (Note 5) 
Accounts payable 


Long term 
Provision for employee termination benefits 
Bank loans (Note 5) 


Equity of Canada 
Contributed capital 
Deficit 


2000 


7,420,618 


$ 7,420,618 


3,005,628 
$ 10,426,246 


895,316 
2,532,944 
7,753,074 


$ 11,181,334 


841,222 
291,657 


132 6798, 
$ 12,314,213 


2,479,154 
(4,367,121) 


(1,887,967) 
$ 10,426,246 


The accompanying Notes are an integral part of these financial statements. 


Approved by the Author a! 


J -C A HAUD 


fhe 


MICHAEL B. MILNER 
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1999 


94,908 
6,409,174 


— $6,504,082, 


3,331,660 
$ 9,835,742 


981.114 
Serene VA 


$7,706,406 


822,924 
2,824.601 


3,647,525 
_ $14,363,931 


2,479.154 
(3,997,343) 


(1,518, 189) 
$ 9,835,742 


LAURENTIAN PILOTAGE AUTHORITY 


Statement of Operations and Deficit 
for the year ended December 31, 2000 


Revenues 
Pilotage charges 
Interest and other revenues 


Expenses 

Pilots' fees, salaries and benefits 
Operating costs of pilot boats (Note 5) 
Staff salaries and benefits | 
Professional and special services 
Rentals 

Financing costs 

Transportation, travel and hospitality 
Utilities, material and supplies 
Communications 

Maintenance 

Other 


Net income (loss) for the year 


Deficit, beginning of the year 


Deficit, end of the year 


The accompanying Notes are ar, integral part of these financial statements. 


2D 


2000 


41,153,631 
193,406 


$ 41,347,037 


33,741,018 
4,391,844 
2,134,108 

486,922 
213,731 
126,412 
94,594 
87,216 
81,383 
54,118 
305,469 


$ 41,716,815 


$ (369,778) 


(3,997,343) 
$ (4,367,121) 


1999 


41,647,204 
41,514 


$ 41,688,718 


33,565,936 
4,284,645 
1,947,760 

616,713 
204,532 
155,347 
70,986 
115,035 
88,241 
35,861 
127,930 


$ 41,212,986 
$ 475,732 


(4,473,075) 
$ (3,997,343) 


LAURENTIAN PILOTAGE AUTHORITY 


Statement of Cash Flows 


for the year ended December 31, 2000 


Operating activities 
Net income (loss) for the year 
Non-cash items: 
Amortization 
Increase in the provision for 
employee termination benefits 


Increase in accounts receivable 
Increase in accounts payable 


Investing activities 
Additions to capital assets 


Financing activities 
Repayment on bank loans 


Cash 
Decrease for the year 
Balance, beginning of the year 


Balance, end of the year 


Supplemental information 
Interest paid 


$ 124,113 


$ (133,223) 


$ (981,114) 


$ (895,316) 


The accompanying Notes are an integral part of these financial statements. 
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2000 
(369,778) 
459,255 


18,298 
$ 107,775 


(1,011,444) 
1,027,782 


(981,114) 


(990,224) 
94,908 


$ 263,722 


1999 
475,732 
290,060 


67,784 
$ 833,576 


(685,960) 
659,343 


$ 806,959 


$ (390,546) 


(921,183) 


$ (921,183) 


(504,770) 


599,678 


$ 94,908 


$ 300,588 


LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements 
December 31, 2000 


1. Authority and activities 


The Laurentian Pilotage Authority was established in 1972 under the Pilotage Act. Its objectives 
are to establish, operate, maintain and administer in the interests of safety an efficient pilotage 
service within certain designated Canadian waters in and around the Province of Quebec. The Act 
provides that pilotage tariffs shall be fair and reasonable and assure a revenue which, together with 
any revenue from other sources, is sufficient to permit the Authority to operate on a self-sustaining 
basis. In accordance with the new Canada Marine Act assented to on June 11, 1998 (Bill C-9) that 
modified the Pilotage Act, the Authority no longer has access to Parliamentary appropriations. 


The Authority is a Crown corporation named in Part | of Schedule III to the Financial Administration 
Act. The Authority is not an agent of Her Majesty and is exempt from income taxes. 


2. Significant accounting policies 


The financial statements of the Laurentian Pilotage Authority have been prepared in accordance 
with Canadian generally accepted accounting principles. The significant accounting policies used 
in the preparation of these financial statements are summarized below. 


Capital assets 


Capital assets obtained from Canada when the Authority was established were recorded at the 
then assigned values. Capital assets purchased subsequently by the Authority are recorded at 
cost. 


Capital assets are amortized using the straight-line method, at rates based on the estimated useful 
lives of the assets. 


The estimated useful lives for the major categories of capital assets for the purposes of calculating 
amortization are as follows: 


Buildings 10 years and 20 years 
Pilot boats 10 and 15 years 
Furniture and fixtures 10 years 
Communications equipment 5 years 
Computer equipment 3 years and 5 years 
Boarding facilities 15 and 20 years 
Wharf improvements 15 years 

Contributed capital 


The values assigned to the capital assets obtained from Canada when the Authority was 
established and the net cost of capital assets financed from parliamentary appropriations are 
recorded as contributed capital. 
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LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements (continued) 
December 31, 2000 


Pension plan 


Employees participate in the Superannuation Plan administered by the Government of Canada. 
Both employees and the Authority contribute to the cost of the Plan. This contribution represents 
the total pension obligation of the Authority. Contributions in respect of current service and of 
admissible past service are expensed when paid. The terms of payment of past service 
contributions are set by the applicable purchase conditions, generally over the number of years of 
service remaining prior to retirement. The Authority’s current years pension expense is $259,063 
($142,588 in 1999). The employee contribution is $138,826 ($137,339 in 1999). 


The Authority is not required under present legislation to make contributions with respect to 
actuarial deficiencies of the Public Service Superannuation Account. 


Employee future benefits 


The Authority is required to recognize certain non-pension post-employment benefits over the 
periods which employees rendered services to the Authority. Employees are entitled to specified 
benefits on termination as provided for under conditions of employment, through a severance 
benefit plan. The Authority recognizes the cost of future severance benefits over the periods in 
which the employees render services to the entity and the liability for these benefits is recorded in 
the accounts as the benefits accrue to employees. 


Measurement uncertainty 


The preparation of financial statements requires management to make estimates and assumptions 
that affect the reported assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenue and expenses during the 
reporting periods. Actual results could differ from those estimates. 


3. Fair values of financial instruments 


The transactions related to accounts receivable and accounts payable are incurred in the normal 
course of business. The carrying amounts of each of these accounts approximate their fair value 
because of their short-term maturity. There is no concentration of accounts receivable with any 
customer and, consequently, the credit risk is low. 


On December 31, 2000, the fair value of the bank loans is estimated at $2,845,233 ($3,799,081 on 
December 31, 1999) while the book value is $2,824,601 ($3,805,715 on December 31, 1999). This 
estimate is based on the future principal repayments discounted at current interest rates for similar 
loans. 


26 


LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements (continued) 


December 31, 2000 


4. Capital assets 
2000 
Accumulated 


$ 2,824,601 


Cost amortization Net 
Land 9,300 -- 9,300 
Buildings 128,284 43,677 84,607 
Pilot boats 2,927,980 1,328,742 1,599,238 
Furniture and 
fixtures 155,682 124,602 31,080 
Communications 
equipment 109,201 77,355 31,846 
Computer 
equipment 908,445 308,273 600,172 
Boarding 
facilities 303,344 237,156 66,188 
Wharf 
improvements 1,090,318 507,121 583,197 
$ 5,632,554 $ 2,626,926 $3,005,628 
Amortization for the year is $ 459,255 ($ 290,060 in 1999). 
5. Bank Loans 
Loan to finance the acquisition of a pilot 
boat matures in 2001 and bears interest 
at a rate of 7.23%. The capital repay- 
ments are calculated based on an amor- 
tization period of 15 years, guaranteed by a 
first maritime mortgage on a pilot boat 
with a net book value of $ 1,599,117. 
Loan to finance the cash deficit of the year 
1996 matures in 2002 and bears interest 
at a rate of 7.10%. 
Loan to finance the cash deficit of the year 
1997 matures in 2001 and bears interest at 
a rate of 5.9%. 
Less: current portion 
As at December 31, the capital repayments of 
these loans for the following years are as follows: 2000 
2001 
2002 


$ 2,824,601 
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Cost 
9,300 
66,386 
3,758,313 
151,397 
93,274 
866,284 
303,344 


1,090,318 
$ 6,338,616 


2000 


1,949,443 


844,935 


30,223 


2,532,944 


$ 291,657 


2,532,944 
291,657 


1999 
Accumulated 
amortization 


37,725 
1,998,007 


119}519 

42,901 
137,615 
228,868 


442,321 
$ 3,006,956 


Net 
9,300 
28,661 
1,760,306 
31,878 
50,373 
728,669 
74,476 


647,997 
$ 3,331,660 


1999 


2,064,028 


1,360,066 


381,621 


$ 3,805,715 


981,114 


$ 2,824,601 


981,114 
2,532,944 
291,657 


$ 3,805,715 


LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements (continued) 
December 31, 2000 


Interest expense in the amount of $145,696 ($153,999 in 1999) related to the bank loan to finance a 
pilot boat is recorded in the item “ Operating costs of pilot boats ”. 


6. Contingencies 


In connection with its operations, the Authority is the claimant or defendant or otherwise involved in 
pending claims and lawsuits. It is the opinion of management that these actions will not result in any 
material liabilities to the Authority. No provision has been recorded in the accounts in this regard. 


For one of these claims, one provider of the pilotage services contested the application of the pilotage 
regulations with respect to double pilotage for certain types of ships. The claim for pilot fees over the 
last three years is in the order of one million dollars. The Authority has not accounted for neither the 
pilot fees as an expense, nor as related revenues the pilot charges which could possibly be recovered 
from the clients. The final outcome of this claim cannot be determined at this time. 


7. Commitments 


The future minimum payment commitments under an operating lease related to the rental of premises 
are as follows: 


2001 185,251 
2002 185,251 
2003 185,251 
2004 30,875 

$586,628 


During the year, the Authority has signed a contract for the lease of a pilot boat that is presently being 
built, with delivery expected in the spring of 2001. The lease contract has a seven-year term and 
begins upon delivery. Monthly payments will be established at time of delivery of the pilot boat, based 
on the cost of construction estimated to be approximately three million dollars and market interest 
rates at the time of delivery. The contract also provides that the Authority can renegotiate the contract 
on or before June 1* 2001 and, thereby, exercise different options, such as operating lease, capital 
lease or purchase of the pilot boat. 


8. Related party transactions 


The Authority is related in terms of common ownership to all Government of Canada created 
departments, agencies and Crown corporations. The Authority enters into transactions with these 
entities in the normal course of business. 
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Message from the Chairman 


The Honourable David M Collenette 
PC, MP 

Minister of Transport 

Transport Canada 

Ottawa, Ontario 

K1A ON7 


Dear Minister: 


| am pleased to present the Laurentian Pilotage Authority's Annual Report for the year ending 
December 31, 2001. 


RESULTS: The number of assignments in 2001 totalled 18,655, compared with 20,713 in 2000, a 
decrease of 10%. The average number of assignments over the last five years, ie, from 1997 to 2001, 
was 20,796. 


In 2001, the Authority kept its administrative and operating expenses as low as possible. The 
Authority’s revenues totalled $41,114,723, a decrease of $232,314, resulting in a net loss of $160,075 
attributable in large part to a significant decrease in marine traffic and late publication of the tariff 


applicable as of January 1, 2001. 


TARIFFS: Projected tariff increases of 4.2% in 2001 and 4.1% in 2002 met with opposition from some 
marine industry members. After hearings were held, the Canadian Transportation Agency rendered a 
favourable decision that granted the requested tariff increases and tariff amendments. The increases 
were only adopted by order in council on February 15, 2001, thereby delaying application of the 2001 


tariff by seven weeks. 


In response to suggestions issued by the Canadian Transportation Agency, the Authority's Board of 


Directors agreed to set up a Tariff Review Committee in order to consult the marine industry on 
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projected increases in 2003 and 2004 and examine the possibility of making innovative changes to the 


current tariff formula. 


REGULATIONS: Further to the report on outstanding pilotage issues, the Authority published 
proposed regulatory amendments in the Canada Gazette in July 2001. The pilot corporations 
submitted notices of objection to the proposed amendments. Transport Canada therefore appointed 
an investigator in November to conduct an investigation and submit recommendations with respect to 


the proposed regulatory amendments. 


IMPLEMENTATION OF A NEW COMPUTER SYSTEM: In May 2001, the contractor got the system 
up and running. During the so-called warranty period, there were repeated delays and errors. Because 
of the many problems and employee dissatisfaction and following various meetings between the 
Authority and the supplier to try to correct the situation, the Authority will soon initiate arbitration 


procedures, as set out in the terms and conditions of the agreement signed in January 1999. 


RISK MANAGEMENT STUDY: Further to the requirements set out in the recommendations issued by 
the Canadian Transportation Agency in November 1999 as part of the departmental review of 
outstanding pilotage issues, the Authority began consultations with the marine industry in April 2001 to 
sound out its opinion on priorities they wanted the Authority to give to various issues that should be 
looked at in a risk assessment. The concerns expressed prompted the Authority in August 2001 to 
initiate a study using the “Pilotage Risk Management Method” to determine the validity of current limits 
on size, tonnage and classes of Canadian ships subject to compulsory pilotage in Districts 1-1, 
1 and 2. 


NEW BOARD MEMBERS: The Board welcomed two new members during the fiscal year: Gilles 
Bélanger, President of The Shipping Federation of Canada, and Jean-Louis Dufour, Lower St 
Lawrence River Pilot. | would like to thank departing Board members Jean Bouchard and Michael B 
Milner for their contribution and experience, which proved indispensable for carrying out the Authority's 


mission. 
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SAFETY: The Authority achieved an unprecedented level of success, of which all stakeholders should 
be proud, in meeting its prime objective to make navigation safer in the waterways under its 
supervision. An ongoing effort on everyone’s part will be needed to maintain this high level of 


performance. 


NEW PILOT BOAT: During the fiscal year, the Authority began operating a new pilot boat, the Céte- 
Nord. The vessel replaced the Le Basque, which had become obsolete for the tasks required of it. The 
Céte-Nord is a very state-of-the-art vessel. It has advanced technology equipment like the Charlevoix, 
acquired in 1996, and is a significant addition that will ensure that pilot boat trips (transshipments) are 


carried out with greater efficiency, safety and speed over 12 months of the year. 


THANKS: | would like to say thanks to the following: all employees for their unstinting efforts to 
provide quality customer service; the pilots for their professionalism; the marine industry for its co- 
operation and support; government and private-sector agencies for helping us on a daily basis to fulfil 
our mission; and members of the Board of Directors for their support and hard work on advisory 


committees. 


Yours sincerely, 


an-Claude Michaud 
hairman 


Montreal, Canada 
February 15, 2002 


Mission and Annual Review 


MANDATE 


The mandate of the Laurentian Pilotage Authority is to operate, maintain and administer, in the 
interests of safety, an efficient pilotage service on the waters of the St Lawrence River between Les 
Escoumins and the north gate of the St Lambert Lock, on the Saguenay River and in Chaleur Bay. 
The Authority’s mandate was set out in the 1972 Pilotage Act. 


REGULATORY POWERS 


Subject to the concurrence of the Governor in Council, the Authority regulates the establishment of 
compulsory pilotage districts, exemptions from compulsory pilotage, pilotage fees and classes of pilot 
licences and certificates issued. The Authority is required to charge fair and reasonable fees that will 
enable it to be financially self-sufficient. Tariff increases shall be published and authorized. 


DESCRIPTION OF ACTIVITIES 


To fulfil its mandate, the Authority has established three compulsory pilotage districts: one for the Port 
of Montreal, another for the navigable waters between Montreal and Quebec City and a third for the 
navigable waters between Quebec City and Les Escoumins, including the Saguenay River. These 
districts represent a distance of 265 nautical miles from Les Escoumins to Montreal and another 70 
nautical miles on the Saguenay. 


The Authority has also adopted regulations governing the establishment, operation and management 
of pilotage services in the region’s non-compulsory waters. 


Pilotage services within the limits of the Port of Montreal are provided by pilots employed by the 
Authority. Services for navigable waters between Montreal and Les Escoumins, including the 
Saguenay River, are provided by pilots contracted from two corporations with which the Authority has 
entered into agreements. 


The pilot assignment system operates 24 hours a day year round. A dispatching centre in Quebec City 
is in charge of assigning pilots for the district between Quebec City and Les Escoumins, including the 
Saguenay River. A centre in Montreal is in charge of the districts between Montreal and Quebec City. 
These centres are equipped with a standardized computer system. 
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Pilot boats transport pilots from shore to ship. The Authority owns and operates a pilot station in Les 
Escoumins, as well as pilot boats capable of serving ships throughout the year. 


The Authority contracts out services at the following pilot stations to private companies: Quebec City, 
Trois Riviéres, Sorel, Lanoraie and Montreal. 


The Authority must co-ordinate its efforts, activities and management with a number of organizations, 
including the following: the Atlantic Pilotage Authority, to manage services in non-compulsory waters; 
the St Lawrence Seaway Authority, which operates the St Lambert Lock; the Canadian Coast Guard, 
which manages marine activities, navigational aids and dredging and icebreaking services; the Marine 
Traffic Services Centre; the various ports in the region; and the associations representing agents, 
owners and operators of Canadian and foreign ships. 


Mission and Annual Review 


The Authority has its head office in Montreal. The Board of Directors consists of seven members who 
are appointed by the Governor in Council. The Chairman of the Board is also the Chairman and Chief 
Executive Officer of the Authority. 


The management and administrative staff, dispatchers, ships’ crews and Port of Montreal pilots are 
permanent employees of the Authority and they number 54. There are approximately 195 contract 
pilots; their numbers vary, depending on marine traffic requirements. Each year, the Authority receives 
between 30 and 50 applications for pilot positions. Using a system based on experience and 
professional qualifications, the Authority draws up an annual recruiting list of future pilots. Most 
candidates are graduates of the /nstitut maritime du Québec in Rimouski. The Authority may also 
recruit graduates from similar institutions, such as the Canadian Coast Guard College in Sydney, Nova 
Scotia. 


VOLUME OF ACTIVITY 


Revenues from pilotage fees and the cost of pilotage services are directly related to the number of 
pilot assignments and hours, and ship size and draught. The size and draught of ships plying the St 
Lawrence River vary from year to year. 


NUMBER OF ASSIGNMENT 
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The number of ships navigating 
the St Lawrence River directly 
affects the number of pilot 
assignments. 


1997 1998 1999 2000 2001 


Revenues and expenses related to the pilot boats operated by the Authority and those under contract 
are also related to the number of services provided to ships. Administrative and dispatching centre 
expenses are relatively fixed, and the volume of marine traffic has little impact on them. 
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FINANCING 


REVENUES AND EXPENDITURES 
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Over the years, the 
Authority has incurred 
losses and accumulated 
deficits. Our efforts to 
better manage 
revenues and expenses 
have proved productive 
and since 1998, we 
have reduced our bank 
loans. 


Until 1995 the annual 
cash flow deficit was 
covered by 

parliamentary 
appropriations. Bill C-9, 
adopted in 1998, 
amended the Pilotage 
Act and prohibited the 
use of parliamentary 

appropriations. 


Consequently, in 1996 and 1997, the Authority covered cash flow deficits with bank loans to be repaid 
in the following years with revenues generated by its operations. The deficits for 2000 and 2001 were 


financed out of working capital and regular bank loans. 


The balance of the loan to cover the 1996 deficit was $291,847 on December 31, 2001 and will be 


completely repaid in 2002. 


During the fiscal year, the mortgage loan taken out in 1996 to finance the purchase of a pilot boat was 


renegotiated. Current economic and 
financial conditions made it possible to 


reduce the rate in effect during the first ot 


term of this loan. hit 8 


A seven-year leasing contract was 
negotiated for the use of a new pilot boat, 
which was put into service in the spring of 
2001. At right is a photograph of the boat 
operating off Les Escoumins. 
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OBJECTIVES ACHIEVEMENTS 


Achieve financial self- 
sufficiency 


- Change in revenues After the working committee was set up to review the tariff in order 
to simplify it and bring it into line with current pilotage operating 
conditions, new tariff regulations were published in 2000 that 
included increases of 4.2% in 2001 and 4.1% in 2002. Some users 
have filed objections to the new tariff regulations with the Canadian 
Transportation Agency; 


Bill C-9 has not delivered the desired benefits in terms of financial 
self-sufficiency because the Government of Canada is unable to 
implement new tariffs 30 days after publication, as stipulated in the 
Act. The tariff for 2001 only took effect on February 15, 2001, even 
though it was published on September 16, 2000. This delay cost 
the Authority $160,000 in revenue; 


A 10.0% decrease in traffic had a negative impact on revenues. 


- Effective cost management Debt servicing costs have fallen as a direct result of loan pay- 
downs and lower interest rates; 


Labour contract negotiations with employee pilots working in the 
Port of Montreal and with one of the employee groups were not 
completed in 2001. The negotiations will continue in 2002. 


Upgrading of management, The old assignment, billing and remuneration system was 

administrative and successfully changed over to the year 2000. The system was 

operating methods subsequently abandoned in June 2000 and a new system is now 
used. The new system has been a source of many problems 
affecting overall efficiency. It was stabilized in the second half of 
2001. 


Strategic Orientation 2001 


OBJECTIVES ACHIEVEMENTS 


Maximize pilotage system 
efficiency 


- Minimize the number of|- Less than 1% of all assignments in 2001 were incident-free; 
marine incidents 


Pilots continued to receive ongoing training; courses using the 
simulator were available; 


Incidents were investigated and reports were submitted to 
management for assessment and decisions. 


- Offer the best pilotage|- The development of new computerized assignment and billing 


service and meet user| systems began in 2001; 
requirements : 


Consultations and numerous discussions about the quality and 
efficiency of services and information provided were held with users. 


- Replace fixed assets A contract for the lease of a replacement pilot boat was negotiated. 
The construction of the pilot boat began in 2000. It was delivered 
and put into service in the spring of 2001. 


Review the current system 
for issuing pilotage 
certificates 


- Update Authority Following the work of the Regulatory Review Committee, the 
regulations revised regulations were sent to Ottawa and published in July 2001. 
Notices of objection were filed and Transport Canada appointed an 

investigator. 


- Assess the pilotage A training program has been developed and will be implemented 
certificate program upon adoption of the Regulations. 
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Strategic Orientation 2001 


OBJECTIVES ACHIEVEMENTS 


Follow up and implement 
Transport Canada 
recommendations 


- Implement a pilot The record of training received by pilots, developed jointly with the 
competency and service pilot corporations, was used as a tool for evaluating pilot 
quality evaluation system competencies; 


A Complaints Report and a Delayed Vessel Report was in effect 
and used to evaluate service quality. 


Review procedures and The new procedures developed in recent years that include a 
programs for obtaining tailored training program will be implemented by mutual agreement 
pilotage certificates with the parties concerned upon adoption of the Regulations. 


Assess pilotage The various stakeholders decided to begin the task by conducting a 
requirements, associated study assessing the pilotage requirements of Canadian vessels. 
conditions and risks arising 

from changes 
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Economic Conditions 


The Authority provides services in a highly regulated monopolistic market. Under the Pilotage Act, 
ships meeting certain specifications that navigate the St Lawrence River between Les Escoumins and 
St Lambert must use the pilotage services of the Authority, the only organization authorized to provide 
these services in this region. Many elements of the Authority's monopolistic role create operating and 
management methods that differ from what one would find in a competitive market. 


TARIFFS 


To avoid abuses, legislators created procedures for establishing pilotage tariffs. When the Authority 
needs to change its tariffs, it must publish them in the Canada Gazette. Users then have a period of 
time in which to challenge them. The Canadian Transportation Agency, an independent body, 
evaluates the user’s petition and then decides what type of investigation to conduct to resolve the 
dispute. The Authority is required under the Act to respect the decision rendered by the Canadian 
Transportation Agency. The lengthy process of implementing a new tariff sometimes results in lost 
revenue for the Authority. 


In the event of an unfavourable decision by the Canadian Transportation Agency, the financial loss 
incurred as a result of the adverse judgment would have a direct impact on the Authority’s revenues. 
The Authority would have to review its strategies and goals to maintain financial self-sufficiency. 


PILOTS 


Pilotage services are rendered by pilots belonging to pilot corporations with which the Authority 
negotiates contractual agreements. Only Port of Montreal pilots are Authority employees. Under the 
Act, pilots working in a given district are either contract pilots or pilots employed by the Authority. 


Since pilotage services for each district are provided by a single group and because the Act precludes 
competition, the Authority must negotiate with pilot corporations, which are monopolies. Bill C-9, 
however, contains a provision for resolving differences arising during negotiations. Under this Bill, 
work stoppage of any kind is prohibited. 


Costs related to pilotage contracts account for approximately 80% of the Authority’s total costs. 
Consequently, contract negotiations have a direct impact on the Authority’s financial management. 
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Economic Conditions 


MARINE TRAFFIC 


Marine traffic has a direct impact on the Authority's operations and financial performance. Traffic 
varies from month to month within a year. In the first quarter of the year, which covers the winter 
months, traffic and the number of assignments are minimal. The Port of Montreal is the terminus of 
navigation because the St Lawrence Seaway is closed to traffic. The fourth quarter is always the 
busiest. 


Because certain expenses are fixed, changes in traffic volume are an important consideration in 
planning revenues to meet financial obligations. 


The Authority has no control over traffic volume, which is affected by several factors, including: 


- Weather conditions 
Variable summers and harsh winters affect costs and piloting activity. 


- Value of the Canadian dollar 
Exchange rate fluctuations affect import and export levels and, by the same token, shipping. 


- Inflation and interest rates 
These two economic factors have an impact on product prices and international trade, on 
which merchant shipping depends. 


- Competition from other transportation modes 
Transport costs and speed are key factors for marine operators, and other modes of 
transportation are competitive in these respects. 


- Competition from the United States 


Pilotage fees are only one of many costs incurred by carriers. East coast US ports compete 
fiercely with the St Lawrence corridor. 
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Outlook for 2002 


Changes will be made to the organization structure in 2002. The duties of the Chief Executive Officer 
will be divided between the Chair of the Board of Directors and the President and Chief Executive 
Officer. 


Some of the recommendations issued by the Department of Transport will be implemented in 2002 
and a high level of safety will be maintained. Financial self-sufficiency continues to be a concern and 
ongoing challenge. 


COMPUTER SYSTEM 


The Authority has invested considerable effort and resources into maintaining its current computerized 
pilot assignment and pilotage services billing system. In order to continue providing quality service and 
improve service quality while reducing costs to the maximum, a new system will be set up in the fall of 
2002. 


FINANCIAL SELF-SUFFICIENCY 


The Authority expects to end 2002 with a slight profit. However, continued vigilance is required 
because when decreases in traffic in the past two years, debt pay-downs and disbursements to 
acquire fixed assets are taken into account, the Authority could end up with a cash flow deficit by the 
end of 2002, which will have to be financed by a bank loan. 


A new tariff of pilotage fees, including a 4.1% increase, came into effect on January 1, 2002. Increases 
in future years will be determined in the next few months in accordance with procedures set out in the 
Act. 


ADMINISTRATION AND OPERATIONS 


In recent years, the Authority has managed its resources efficiently while maintaining the quality of its 
services and a high level of client satisfaction. The corporate plan will keep the Authority on the same 
course in order to preserve achievements to date and do even better. The turnover rate of permanent 
staff is negligible, which enables the Authority to retain their expertise. . 


Two labour agreements expired in 2001. The agreement with staff pilots working in the Port of 
Montreal expired on December 31, 2001, while the agreement with dispatchers, office employees and 
sailors expired on June 30, 2001. Negotiations took place in 2001 and will continue in 2002 until these 
agreements are renewed. 
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Outlook for 2002 


INTERNET 


INTERNET apl@apl.gc.ca 


The Authority can be reached by Internet so as to provide its clients with 


the best possible service. A Web site will be operational in 2002 and will 
provide information for marine operators and the general public. 


www.pilotagestlaurent.gc.ca 
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Economic Retrospective 


The following analysis has been provided to make the financial statements on the following pages 
easier to understand, explain year-to-year variations and relate figures to the budgets allocated for 
2001. 


FINANCIAL OVERVIEW 


In the 2001 fiscal year, the Authority posted a net loss of $160,075. Compared with the net loss of 
$369,778 in 2000, the Authority has therefore reduced its net loss by $209,703. The 2001 budget had 
forecast a net profit of $215,000. Efforts were made to boost revenues and reduce and/or cap 
expenditures. The 2001 results did not enable the Authority to achieve financial self-sufficiency mainly 
because of a 10% drop in traffic volume and the delay in implementing the 2001 tariff. 


The balance of bank loans was reduced with funds generated by the Corporation’s operations. The 
loan to finance the 1997 deficit was repaid in full in 2001. 


Comparative table of results as at December 31, 2001 
($000) 


March June September December 


—e— 2000 
—a— 2001 


—*— Budget 2001 
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Economic Retrospective 


Revenues are derived chiefly from the fees charged for the services of pilots and pilot boats. A new 
pilotage tariff incorporating a 4.2% increase came into effect on February 15, 2001. Marine traffic 
decreased by 10% in 2001 from the previous year. Average ship dimensions and drafts were roughly 
the same as in 2000. These factors as a whole decreased revenues by $232,314. 


2001 REVENUES 


Pilot Boats Other 
11.4% 0.1% 


Pilotage Fees 
88.5% 


EXPENDITURES 


Most of the Authority’s costs consist of pilot fees, 
salaries and benefits. Like revenues, these costs 
are directly affected by marine traffic volume, as 
well as by ship dimensions and draughts. 


Administrative costs have increased, reflecting 
increases in payroll, depreciation of the new 
computer system and computer system 
maintenance costs. 


ne 


Pilot Boats 
10.6% 


Revenues from pilot boats 
are likewise influenced by 
traffic volume and user fee 
increases. These revenues 
cover the cost of the 
services offered by the 
Authority using its pilot 
boats, as well as what the 
Authority has to pay private 
companies for their services, 
plus the overhead 
associated with these 
services. 


2001 EXPENDITURES 


Operations administration 
3.9% 


5.6% 


Pilotage 
79.9% 


Comparative Statement and Statistics 


FOR THE YEAR ENDED DECEMBER 31 (in thousands of dollars) 


2001 2000 1999 1998 1997 

Revenues 
Pilotage charges $36,379 $36,479 $36,814 $36,298 $33,654 
Pilot boats 4,691 4,675 4,833 4,932 4,442 
Other 45 193 42 81 89 
TOTAL 41,115 41,347 41,689 41,311 38,185 
Expenses 
Pilot's fees, salaries 
and benefits 32,973 33,741 33,566 33,086 31,946 
Operating costs of 

pilot boats 4,377 4,392 4,285 4,479 4,081 
Operation and 

administration 3,925 3,584 3,362 3,282 2,992 
TOTAL 41,275 41,717 41,213 40,847 39,019 
Net income (loss) $(160) $(370) $476 $464 $(834) 
Working capital $(2,243) $(3,761) $(1,202) $(664) $(918) 
Number of employees 
Officers 3 3 3 3 3 
Administration 12 12 12 10 10 
Dispatching 18 18 17 Alf6 16 
Boat crew 12 12 12 12 12 
Employee pilots 9 8 8 8 8 
Contract pilots 177 Lise 176 174 167 

(active certificates — person years) 

Statistics 
Number of assignments 18,655 PA TENS! 21,654 22,018 20,941 
Number of marine occurrences* 22 26 22 29 26 
Holders of marine pilotage 

certificates 7 ila i 6 5 


*Compilation of all reported marine occurrences with or without damage. 
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Safety and Marine Occurrences 


Navigation safety on the St Lawrence River is the primary objective of the Authority and its pilotage 
system, which must be efficient and economical and meet the needs of marine operators. 


No major accidents caused by pilotage system deficiencies were reported in 2001. Some marine 
occurrences, such as collisions with wharves or other port equipment, were reported and recorded. 
There were occurrences on less than 1% of pilotage missions during the year. The competency of the 
pilots, the ongoing training program and the quality of equipment contributed to the marine safety 
effectiveness, quality and level of excellence, in which we take pride. 


| ‘Collision with buoy 
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The Authority 


The Laurentian Pilotage Authority was established on February 1, 1972 pursuant to the Pilotage Act, 
Statutes of Canada 1970-71-72, Chapter 52. 


The mandate of the Laurentian Pilotage Authority is to establish, operate, maintain and administer, in 
the interests of safety, an efficient pilotage service within all Canadian waters in and around the 
Province of Quebec, north of the Northern entrance to the St Lambert Lock, except the waters of 
Chaleur Bay south of Cap d'Espoir. 


To achieve these objectives, regulations have been established by the Authority mainly with respect 
to: 


1) establishment of compulsory pilotage areas; 

2) prescribing of ships or classes of ships that are subject to compulsory pilotage; 
3) prescribing of classes of pilotage licences and certificates that may be issued; 
4) prescribing of tariffs of pilotage charges to be paid to the Authority for pilotage. 


In addition, all regulations that are presently in effect are from time to time amended to adapt to new 
circumstances, taking into account the changes in the services to be provided. 


The Laurentian Pilotage Authority is required to make regulations prescribing tariffs of pilotage 


charges which are fair and reasonable and consistent with providing a revenue sufficient to permit the 
Authority to operate on a self-sustaining financial basis. 


20 


Directors and Officers 


Board of Directors 


Jean-Claude Michaud 
Chairman and Chief Executive Officer 
4th from left in photo 


Gilles Bélanger Clément Gaudreau Anne Carrier 
President Lieutenant Colonel President 

The Shipping Federation of Canada retired Anne Carrier Architectes 
1st from left in photo 2nd from left in photo 3rd from left in photo 

Gilles Denis Jean-Louis Dufour Capt Rosaire Desgagnés 
Pilot Pilot Director of Shipping 

Pilotes du St-Laurent central inc. Corporation des pilotes du Bas St-Laurent Groupe Desgagnés inc. 

5th from left in photo 6th from left in photo 7th from left in photo 


Corporate Secretariat and Officers 
Guy P Major, LL.L Yvon Martel Clément Deschénes 


Corporate Secretary Treasurer Director of Operations 


8th from left in photo 
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STATEMENT OF MANAGEMENT RESPONSIBILITY 


The management of the Authority is responsible for the performance of the duties delegated to them 
by its Board of Directors. These include the preparation of the annual report and the production of its 
content, including the financial statements. The financial statements were prepared in accordance 
with Canadian generally accepted accounting principles on a basis consistent with that of the 
preceding year, and include estimates based on management's experience and judgement. 


Management maintains books and records, financial and management control, information systems 
and management practices designed in such a manner as to provide reasonable assurance that: 
reliable and accurate financial information is produced on a timely basis; assets are safeguarded and 
controlled; transactions are in accordance with Part X of the Financial Administration Act and its 
regulations as well as the Pilotage Act and regulations and by-laws of the Authority and any directives 
given to it; resources are managed economically and efficiently, and that the operations of the 
corporation are carried out effectively. 


The Auditor General of Canada conducts an independent audit of the financial statements of the 
Authority in accordance with Canadian generally accepted auditing standards. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for 
financial reporting and internal control, and exercises this responsibility through the Audit Committee, 
composed of three directors who are not employees of the Authority. The Audit Committee discharges 
the responsibilities conferred upon it by the Board of Directors, and meets on a regular basis with 
management and the Auditor General of Canada, who has unrestricted access to the Committee. 


toon lara?” 


Yvon Martel 
Treasurer 


Montreal, Quebec 
February 15, 2002 
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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


To the Minister of Transport 


| have audited the balance sheet of Laurentian Pilotage Authority as at December 31, 2001 and the 
statements of operations and deficit and cash flows for the year then ended. These financial 
statements are the responsibility of the Authority's management. My responsibility is to express an 
opinion on these financial statements based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that | plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of 
the Authority as at December 31, 2001 and the results of its operations and its cash flows for the year 
then ended in accordance with Canadian generally accepted accounting principles. As required by 
the Financial Administration Act, | report that, in my opinion, these principles have been applied on a 
basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my audit of 
the financial statements have, in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Pilotage Act and regulations and the by-laws of the 
Authority. 


Richard Flageole, FCA 


Assistant Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
February 15, 2002 
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LAURENTIAN PILOTAGE AUTHORITY 


Balance Sheet 
as at December 31, 2001 


2001 
Assets 
Current 
Accounts receivable $6,196,492 
6,196,492 
Long term 
Trust account — contingency (Note 6) 916,897 
Capital assets (Notes 4 and 5) 2,685,863 
3,602,760 
Total assets $9,799,252 
Liabilities 
Current 
Bank indebtedness $1,246,609 
Current portion of bank loans (Note 5) 432,000 
Accounts payable 6,760,517 
8,439,126 
Long term 
Liability relating to a contingency (Note 6) 916,897 
Provision for employee termination benefits 817,005 
Bank loans (Note 5) 1,674,266 
3,408,168 
Total liabilities 11,847,294 
Equity of Canada 
Contributed capital 2,479,154 
Deficit (4,527,196) 
(2,048,042) 


Total liabilities and Equity of Canada 


$9,799,252 


The accompanying Notes are an integral part of these financial statements. 


Tr of wi 
if 
Chairman 


JEAN-CLAUDE MICHAUD 


Member 


GILLES BELANGER 
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2000 


$7,362,751 


7,362,751 


434,000 


3,005,628 


3,439,628 


$10,802,379 


$1,271,449 
2,532,944 
7,319,074 


11,123,467 


434,000 
841,222 
291,657 


1,566,879 


12,690,346 


2,479,154 
(4,367,121) 


(1,887,967) 
$10,802,379 


LAURENTIAN PILOTAGE AUTHORITY 


Revenues 
Pilotage charges 
Interest and other revenues 


Expenses 

Pilots' fees, salaries and benefits 
Operating costs of pilot boats (Note 5) 
Staff salaries and benefits 
Professional and special services 
Rentals 

Financing costs 

Transportation, travel and hospitality 
Utilities, material and supplies 
Communications 

Maintenance 

Other 


Loss for the year 


Deficit, beginning of the year 
Deficit, end of the year 


The accompanying Notes are in integral part of these financial statements. 


Statement of Operations and Deficit 
for the year ended December 31, 2001 
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2001 


$41,069,115 
45,608 


41,114,723 


32,972,636 
4,376,711 
2,302,056 

696,510 
228,791 
123,153 
106,228 
94,428 
68,493 
42,784 
263,008 


41,274,798 


(160,075) 


(4,367,121) 


$(4,527,196) 


2000 


$41,153,631 
193,406 


41,347,037 


33,741,018 
4,391,844 
2,134,108 

486,922 
213,731 
126,412 
94,594 
87,216 
81,383 
54,118 
305,469 


41,716,815 


(369,778) 


(3,997,343) 
$(4,367,121) 


LAURENTIAN PILOTAGE AUTHORITY 


Statement of Cash Flows 
for the year ended December 31, 2001 


2001 
Operating activities 
Loss for the year $(160,075) 
Non-cash items: 
Amortization 433,055 
Increase (decrease) in the provision for 
employee termination benefits (24,217) 
248,763 
Decrease (increase) in accounts receivable 1,166,259 
Increase (decrease) in accounts payable (558,557) 
856,465 
Investing activities 
Additions to capital assets (113,290) 
Financing activities 
Repayment on bank loans (718,335) 
Bank indebtedness 
Decrease (increase) for the year 24,840 
Balance, beginning of the year (1,271,449) 


Balance, end of the year 


Supplemental information 
Interest paid 


The accompanying Notes are an integral part of these financial statements. 


$(1,246,609) 


$246,201 


2000 
$(369,778) 
459,255 


18,298 
107,775 


(953,577) 
593,782 
(252,020) 


(133,223) 


(981,114) 


(1,366,357) 
94,908 


$(1,271,449) 


$263,722 


LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements 
December 31, 2001 


1. Authority and activities 


The Laurentian Pilotage Authority was established in 1972 under the Pilotage Act. Its objectives are 
to establish, operate, maintain and administer in the interests of safety an efficient pilotage service 
within certain designated Canadian waters in and around the Province of Quebec. The Act provides 
that pilotage tariffs shall be fair and reasonable and assure a revenue which, together with any 
revenue from other sources, is sufficient to permit the Authority to operate on a self-sustaining basis. 
In accordance with the new Canada Marine Act assented to on June 11, 1998 (Bill C-9) that modified 
the Pilotage Act, the Authority no longer has access to Parliamentary appropriations. 


The Authority is a Crown corporation named in Part | of Schedule Ill to the Financial Administration 
Act. The Authority is not an agent of Her Majesty and is exempt from income taxes. 

2. Significant accounting policies 

The financial statements of the Laurentian Pilotage Authority have been prepared in accordance with 
Canadian generally accepted accounting principles. The significant accounting policies used in the 
preparation of these financial statements are summarized below. 


Capital assets 


Capital assets obtained from Canada when the Authority was established were recorded at the then 
assigned values. Capital assets purchased subsequently by the Authority are recorded at cost. 


Capital assets are amortized using the straight-line method, at rates based on the estimated useful 
lives of the assets. 


The estimated useful lives for the major categories of capital assets for the purposes of calculating 
amortization are as follows: 


Buildings 10 years and 20 years 
Pilot boats 10 and 15 years 
Furniture and fixtures 10 years 
Communications equipment 5 years 
Computer equipment 3 years and 5 years 
Boarding facilities 15 and 20 years 
Wharf improvements 15 years 

Contributed capital 


The values assigned to the capital assets obtained from Canada when the Authority was established 
and the net cost of capital assets financed from parliamentary appropriations are recorded as 
contributed capital. 
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LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements (continued) 
December 31, 2001 


Pension plan 


Employees participate in the Superannuation Plan administered by the Government of Canada. Both 
employees and the Authority contribute to the cost of the Plan. This contribution represents the total 
pension obligation of the Authority. Contributions in respect of current service and of admissible past 
service are expensed when paid. The terms of payment of past service contributions are set by the 
applicable purchase conditions, generally over the number of years of service remaining prior to 
retirement. The Authority’s current years pension expense is $371,674 ($259,063 in 2000). The 
employee contribution is $145,116 ($138,826 in 2000). 


The Authority is not required under present legislation to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account. - 


Employee future benefits 


The Authority is required to recognize certain non-pension post-employment benefits over the periods 
which employees rendered services to the Authority. Employees are entitled to specified benefits on 
termination as provided for under conditions of employment, through a severance benefit plan. The 
Authority recognizes the cost of future severance benefits over the periods in which the employees 
render services to the entity and the liability for these benefits is recorded in the accounts as the 
benefits accrue to employees. 


Measurement uncertainty 


The preparation of financial statements requires management to make estimates and assumptions 
that affect the reported assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenue and expenses during the 
reporting periods. Actual results could differ from those estimates. 


3. Fair values of financial instruments 


The transactions related to accounts receivable and accounts payable are incurred in the normal 
course of business. The carrying amounts of each of these accounts approximate their fair value 
because of their short-term maturity. There is no concentration of accounts receivable with any 
customer and, consequently, the credit risk is low. 


On December 31, 2001, the fair value of the bank loans is estimated at $2,136,723 ($2,845,233 on 
December 31, 2000) while the book value is $2,106,266 ($2,824,601 on December 31, 2000). This 
estimate is based on the future principal repayments discounted at current interest rates for similar 
loans. 
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LAURENTIAN PILOTAGE AUTHORITY 


Notes of Financial Statements (continued) 


4. Capital assets 


2001 
Accumulated 
Cost amortization 
Land 9,300 -- 
Buildings 127,394 49,249 
Pilot Boats 2,990,196 1,483,190 
Furniture and 
fixtures 155,214 128,364 
Communications 
equipment 111,739 85,320 
Computer 
equipment 931,724 469,877 
Boarding 
facilities 303,344 245,445 
Wharf 
improvements 1,090,318 571,921 
$5,719,229 $3,033,366 


Amortization for the year is $433,055 ($459,255 in 2000). 


5. Bank Loans 


Loan to finance the acquisition of a pilot 
boat matures in 2008 and bears interest at 
a rate of 6.54%. The capital repayments 
are calculated based on a mortization 
period of 10 years, guaranteed by a first 
maritime mortgage on a pilot boat with a 
net book value of $1,439,205. 


Loan to finance the cash deficit of the year 
1996 matures in 2002 and bears interest 
at a rate of 7.10%. 


Loan to finance the cash deficit of the 
Year 1997 matures in 2001 and bears 
Interest at a rate of 5.9%. 


Less : current portion 


As at December 31, the capital 
repayments of these loans for the 
following years are as follows : 


December 31, 2001 


2000 
Acumulated 
Net Cost amortization Net 
9,300 9,300 -- 9,300 
78,145 128,284 43,677 84,607 
1,507,006 2,927,980 1,328,742 1,599,238 
26,850 155,682 124,602 31,080 
26,419 109,201 ULES 31,846 
461,847 908,445 308,273 600,172 
57,899 303,344 237,156 66,188 
518,397 1,090,318 507,121 583,197 
$2,685,863 $5,632,554 $2,626,926 $3,005,628 
2001 2000 

$1,814,419 $1,949,443 
291,847 844,935 
a 30,223 
2,106,266 2,824,601 
432,000 2,532,944 
$1,674,266 $291,657 
2001 -- 2,532,944 
2002 432,000 291,657 

2003 149,409 -- 

2004 159,478 ae 

2005 170,227 -- 

2006 to 2008 1,195,152 on 
$2,106,266 $2,824,601 
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LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements (continued) 
December 31, 2001 


Interest expense in the amount of $132,584 ($145,696 in 2000) related to the bank loan to finance a 
pilot boat is recorded in the item “ Operating costs of pilot boats ”. 


6. Contingencies 


In connection with its operations, the Authority is the claimant or defendant or otherwise involved in 
pending claims and lawsuits. It is the opinion of management that these actions will not result in any 
material liabilities to the Authority. No provision has been recorded in the accounts in this regard. 


For one of these claims, one provider of the pilotage services contested the application of the pilotage 
regulations with respect to double pilotage for certain types of ships. The claim for pilot fees over the 
last four years is in the order of $1.5 million. The Authority has not recorded neither the pilot fees as an 
expense, nor any related revenues for the pilot charges which could possibly be recovered from the 
clients. 


However, amounts were billed during the fiscal years 2000 and 2001 to the owners of relevant ships. 
This has resulted in the receipt of approximatively $0.9 million which are currently held in trust and are 
disclosed in the assets as “Trust account — contingency” as well as in the liabilities as “Liability relating 
to a contingency”. A large portion of these restricted funds are invested in provincial government 
guaranteed bonds and bank acceptances issued by a Canadian chartered bank. 


The final outcome of this claim cannot be determined at this time. It is the opinion of management that 
it will not result in any material liabilities to the Authority. The impact of a final decision will be recorded 
in the year where such a final decision will be rendered. 


7. Commitments 


The future minimum payment commitments under an operating lease related to the rental of premises 
are as follows: 


2002 185,251 
2003 185,251 
2004 30,875 

$401,377 


During the year 2000, the Authority signed a contract for the lease of a pilot boat that was delivered in 
the spring of 2001. The lease contract has a seven-year term from May 2001 to April 2008. Monthly 
payments are of $29,121. The future minimum payments under this contract are as follows: 


2002 349,455 
2003 349,455 
2004 349,455 
2005 349,455 
2006 to 2008 815,395 

2,213,215 
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8. Related party transactions 

The Authority is related in terms of common ownership to all Government of Canada created 
departments, agencies and Crown corporations. The Authority enters into transactions with these 
entities in the normal course of business. 


9. Comparative figures 


Certain of the 2000 comparative figures have been reclassified to conform to the current year’s 
presentation. 
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aw Administration de pilotage — Laurentian Pilotage 
des Laurentides Authority 


Limites géographiques aesm 
Geographical limits of activi 
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| Baie Comeau @ 


Les Escoumins 


B Riviere du Loup 


Table des distances 
Table of distances 


Montréal 


Lanoraie 39 108 229 


Sorel 28 98 219 


Trois-Ruiviéres 0 68 188 


Québec 68 0 121 


Pointe-au-Pic love 70 51 
St-Siméon 1 55 86 36 
Riviere du Loup 61 91 29 
Gros-Cacouna 167 100 24 
La Baie 233 172 72 
Les Escoumuns 188 121 0 
+. Centre d’affectation ane Pistoles 179 109 15 
Dispatch Center Rimouski 224 ee 33 
® Station de pilotage Baie Comeau 271 201 80 


Pilotage Station ze 
Port Cartier 339 269 148 
<i ‘Traverse - Ferry 5; j 
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$8 Port - Port = =a 


Havre St-Pierre 455 385 262 
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Message from the CEO 


To the Honourable David Collenette 
PC, MP 

Minister of Transport 

TRANSPORT CANADA 

Ottawa, Ontario 

K1A ON7 


Dear Minister: 


| am pleased to present the Laurentian Pilotage Authority's Annual Report for the year ending 
December 31, 2002. 


RESULTS: The number of assignments in 2002 totalled 19,149, compared with 18,655 in 2001, an 
increase of 2.6%. The average number of assignments over the last five years, ie, from 1998 to 2002, 
was 20,439. 


In 2002, the Authority kept its administrative and operating expenses as low as possible. The 
Authority's revenues totalled $46,734,189, an increase of $5,619,466, resulting in a net surplus of 
$411,597 attributable in large part to a slight increase in marine traffic and tighter checks on 
administrative and operational costs. 


TARIFFS: In May, the Board authorized publication of a 3.95% tariff increase for the year 2003 only. 
After this appeared in the Canada Gazette, users of the Authority’s services filed notices of objection 
to the increase with the Canadian Transportation Agency. Hearings were held in Montreal in 
November, and a decision was rendered, without elaboration, granting a tariff increase of 2.5% rather 
than the 3.95% proposed. 


Because of amendments made to the Pilotage Act in 1998, the Authority sought an Order in Council to 
ensure that the proposed 3.95% tariff increase would take effect on January 1, 2003. The government 
declined to pass this Order on the grounds that the Agency had already rendered its decision. 


LABOUR RELATIONS: In the course of the year, the Authority negotiated and signed two collective 
agreements, one running for three years and ending in 2004 with the staff dispatchers, seamen and 
clerks, and the other running for four years until 2006 with the pilot boat officers and engineers. 
Negotiations with the Port of Montreal staff pilots are ongoing and are expected to be settled by 
arbitration early in the year. 


As to service contracts with pilots, the Corporation les pilotes du Saint-Laurent central inc. rejected the 
3% fee increase proposed for the final year of their contract expiring on June 30, 2003. Negotiations 
took place, but the Corporation’s demands remained very high. Subsequently, arbitration sessions 
took place, and the Corporation reassessed its demands, though they still far outstripped the 
consumer price index. 


The next arbitration sessions will take place early in 2003 and should be wrapped up by the end of 
March 2003. 
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REGULATIONS: The recommendations of the Patenaude report on the regulatory changes proposed 
by the Authority with respect to the outstanding pilotage issues from the Departmental review took 
effect in the fall of 2002. The effect of these changes is to modify procedures for pilotage examinations 
for certificate candidates, revision of the board of examiner, examination fees and various 
administrative arrangements. Section 4 on compulsory pilotage has been amended to apply gross 
tonnage rather than net tonnage as a criterion. 


RISK MANAGEMENT STUDY: A service contract on compulsory pilotage for Canadian-registered 
ships in the waters served by the Authority was concluded in January 2002 between the Authority and 
D.D.H. Environment Ltd for a pilotage risk assessment study on the St. Lawrence and the Saguenay, 
as recommended by the Canadian Transportation Agency. 


Since the report was not completed to users’ satisfaction, the Authority has asked the firm to provide 
additional information before the recommendations are adopted. 


IMPLEMENTATION OF A COMPUTER SYSTEM: A contract for implementation of an 
assignment/billing computer system was concluded last summer with Klein Systems Group Ltd. The 
contractor has to have a new computer system up and running by next spring. 


NEW BOARD MEMBERS: During the year, the Board welcomed two new members, Gilles 
Champagne as Chairman, and Daniel Falaise, from Logistec Arrimage Inc, replacing Gilles Bélanger, 
who died suddenly last spring. In the course of the year, three Board members were reappointed, 
and on appointment of a Chairman by Order in Council, the outgoing Chairman accepted the post of 
Chief Executive Officer, with a three-year contract. 


MODERNIZATION OF THE PROCESS TO OBTAIN A PILOTAGE CERTIFICATE: Throughout 2002, 
the steering committee on certification continued work on implementing the new training program for 
candidates seeking a certificate to pilot their own vessels in District 2. During the winter of 2002, the 
Quebec Marine Institute ran the first class in Phase 1 of the new training program (theoretical part of 
the passage plan, four weeks) to three masters employed by a Canadian ship operator. After the 
training, the masters returned to their vessels for the summer season to practise what they had 
learned. 


The next step in the program will be the acquisition of a multi-purpose navigational simulator so that 
candidates can continue their training through the winter of 2003. For several months already, the 
Authority has been in discussions with Transport Canada to finalize an action plan that would see a 
simulator purchased and installed in Quebec City. 


Message from the CEO 


SAFETY: The Authority’s primary objective, making navigation in the navigable waters under its 
supervision as safe as possible, has been achieved to a very high degree, a fact of which all 
stakeholder should be proud. An ongoing effort on everyone’s part will be needed to maintain this high 
level of performance. 


Yours sincerely, 
LM: 


Je | ichaud 
G Executive Officer 


Montreal, Canada 
February 14, 2003 
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MANDATE 


The mandate of the Laurentian Pilotage Authority is to operate, maintain and administer, in the 
interests of safety, an efficient pilotage service on the waters of the St Lawrence River between Les 
Escoumins and the north gate of the St Lambert Lock, on the Saguenay River and in Chaleur Bay. 
The Authority's mandate was set out in the 1972 Pilotage Act. 


REGULATORY POWERS 


Subject to the concurrence of the Governor in Council, the Authority regulates the establishment of 
compulsory pilotage districts, exemptions from compulsory pilotage, pilotage fees and classes of pilot 
licences and certificates issued. The Authority is required to charge fair and reasonable fees that will 
enable it to be financially self-sufficient. Tariff increases shall be published and authorized. 


DESCRIPTION OF ACTIVITIES 


To fulfil its mandate, the Authority has established three compulsory pilotage districts: one for the Port 
of Montreal, another for the navigable waters between Montreal and Quebec City and a third for the 
navigable waters between Quebec City and Les Escoumins, including the Saguenay River. These 
districts represent a distance of 265 nautical miles from Les Escoumins to Montreal and another 70 
nautical miles on the Saguenay. 


The Authority has also adopted regulations governing the establishment, operation and management 
of pilotage services in the region’s non-compulsory waters. 


Pilotage services within the limits of the Port of Montreal are provided by pilots employed by the 
Authority. Services for navigable waters between Montreal and Les Escoumins, including the 
Saguenay River, are provided by pilots contracted from two corporations with which the Authority has 
entered into agreements. 


The pilot assignment system operates 24 hours a day year round. A dispatching centre in Quebec City 
is in charge of assigning pilots for the district between Quebec City and Les Escoumins, including the 
Saguenay River. A centre in Montreal is in charge of the districts between Montreal and Quebec City. 
These centres are equipped with a standardized computer system. 


Pilot boats transport pilots from shore to ship. The Authority owns and operates a pilot station in Les 
Escoumins, as well as pilot boats capable of serving ships throughout the year. 


The Authority contracts out services at the following pilot stations to private companies: Quebec City, 
Trois Riviéres, Sorel, Lanoraie and Montreal. 


The Authority must co-ordinate its efforts, activities and management with a number of organizations, 
including the following: the Atlantic Pilotage Authority, to manage services in non-compulsory waters; 
the St Lawrence Seaway Authority, which operates the St Lambert Lock; the Canadian Coast Guard, 
which manages marine activities, navigational aids and dredging and icebreaking services; the Marine 
Traffic Services Centre; the various ports in the region; and the associations representing agents, 
owners and operators of Canadian and foreign ships. 
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The Authority has its head office in Montreal. The Board of Directors consists of seven members who 
are appointed by the Governor in Council. The position of Chief Executive Officer is full time, and the 
incumbent does not sit on the Board. 


The management and administrative staff, dispatchers, boat crews and Port of Montreal pilots are 
permanent employees of the Authority and they number 53. There are approximately 186 contract 
pilots; their numbers vary, depending on marine traffic requirements. Each year, the Authority receives 
between 30 and 40 applications for pilot positions. Using a system based on experience and 
professional qualifications, the Authority draws up an annual recruiting list of future pilots. Most 
candidates are graduates of the /nstitut maritime du Québec in Rimouski. The Authority may also 
recruit graduates from similar institutions, such as the Canadian Coast Guard College in Sydney, Nova 
Scotia. 


VOLUME OF ACTIVITY 


Revenues from pilotage fees and the cost of pilotage services are directly related to the number of 
pilot assignments and hours, and ship size and draught. The size and draught of ships plying the 
St. Lawrence River vary from year to year. 


NUMBER OF ASSIGNMENTS 
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Revenues and expenses related to the pilot boats operated by the Authority and those under contract 
are also related to the number of services provided to ships. Administrative and dispatching centre 
expenses are relatively fixed, and the volume of marine traffic has little impact on them. 
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FINANCING 


REVENUES AND EXPENDITURES 
($'000) 
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Over the years, the 
Authority has incurred 
losses and 
accumulated deficits. 
Our efforts to better 
manage revenues and 
expenses have 
proved productive and 
since 1998, we have 
reduced our bank 
loans. 


Until 1995 the annual 
cash flow deficit was 
covered by 

parliamentary 
appropriations. Bill 
C-9, adopted in 1998, 
amended the Pilotage 
Act and prohibited the 
use of parliamentary 


appropriations. Consequently, in 1996 and 1997, the Authority covered cash flow deficits with bank 
loans to be repaid in the following years with revenues generated by its operations. As of 
December 31, 2002, these two loans had been fully repaid. The deficits for 2000 and 2001 were 
financed out of working capital and regular bank loans. During the normal course of its operations, the 
Authority uses a commercial line of credit of up to $2,100,000 as authorized by the Minister of Finance. 
A borrowing limit is also fixed by the government. This limit as been established at $4,214,000. 


Both revenues and expenditures were up sharply in 2002. This is partly due to the accounting in 2002 


of the impact of the settlement of a lawsuit covering the last five years. 


The mortgage loan taken out in 1996 to finance the 
purchase of a pilot boat was renegotiated in 2001. 
The balance outstanding on this loan on 
December 31, 2002 stood at $1,674,423. The term 
of the loan runs until August 2008. 


A seven-year leasing contract was negotiated for the 
use of a new pilot boat, which was put into service in — — 
the spring of 2001. At right is a photograph of the — 

boat operating off Les Escoumins. = 
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OBJECTIVES [| _—~—~—~—SCSACHIEVEMENTS 


Achieve financial _ self- 
sufficiency 


- Change in revenues - After the working committee was set up to review the tariff in order 
to simplify it and bring it into line with current pilotage operating 
conditions, new tariff regulations were published in 2000 that 
included increases of 4.2% in 2001 and 4.1% in 2002. Some 
users filed objections to the new tariff regulations with the 
Canadian Transportation Agency, but the Agency granted the 
Authority the increases sought; 


- Bill C-9 has not delivered the desired benefits in terms of financial 
self-sufficiency because the Government of Canada is unable to 
implement new tariffs after 30 days of publication, as stipulated in 
the Act. Tariffs therefore cannot be applied as planned, thus 
depriving the Authority of revenue; 


- A 2.6% increase in traffic had a positive impact on revenues; 


- In 2002, a new tariff regulation was published, proposing an 
increase of 3.95% effective January 1, 2003. Some users filed 
objections with the Canadian Transportation Agency, which 
recommended a tariff incorporating an increase of 2.5%. 


- Effective cost management |- Debt servicing costs have fallen as a direct result of repayment of 
the loans taken out to cover the 1996 and 1997 deficits; 


- Labour contract negotiations with one the employee groups 
concluded in 2002, over a year after the contract had ended. 
Costs are higher than planned, largely because of an arbitration 
ruling on reappraisal of the duties of the employees concerned; 
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OBJECTIVES ACHIEVEMENTS 


- Renewal of the labour contract with the staff pilots, which expired 
on December 31, 2001, remains unsettled, and after fruitless 
negotiations, the parties have turned to an arbitrator; 


There were negotiations in 2002 with one of the groups of 
contract pilots to establish the rate increases to take effect on 
July 1, 2002. The matter is now in the hands of an arbitrator, and 
a decision is expected by about March 15, 2003. 


- Upgrading of management,|- A new assignment, billing and remuneration computer system was 
administrative and] implemented in 2000 and was a source of many problems 
operating methods affecting overall efficiency, though it was stabilized in the second 

half of 2001. In 2003, this system will be replaced by one 
currently used by two other Canadian pilotage authorities. 


Maximize pilotage system 
efficiency 


- Minimize the number of|- |n 2002, over 99% of assignments were incident-free; 
marine incidents 


In-service training for pilots continued. Courses on a simulator 
are available; 


Incidents are investigated and reports are submitted to 
management for assessment and decision. 


- Offer the best pilotage}|- Consultations and extensive discussions were held with users on 
service and meet users’| the quality and efficiency of services and the information provided. 
needs 


- Replace fixed assets The Quebec City boarding facilities have been sold to the provider 
of the pilot boat service. 
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Strategic Orientation 2002 


OBJECTIVES ACHIEVEMENTS 


Modernize the _ current 
system for issuing pilotage 
certificates 


- Implement a new training|- The first phase of the new program is in place, and candidates 
program have started their training. 


- Purchase a simulator Jointly with the other interested parties, the Authority is co- 
ordinating an action plan to acquire a multi-purpose navigational 
simulator. 


Follow up and implement 
Transport Canada 
recommendations 


- Assess pilotage|- The various stakeholders decided to begin the task by conducting 
requirements, associated| a study assessing the pilotage requirements of Canadian vessels. 
conditions and risks arising] The study was conducted in 2002, and an information supplement 
from changes will be produced in 2003 before the recommendations are 

adopted. 
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Economic Environment 


The Authority provides services in a highly regulated monopolistic market. Under the Pilotage Act, 
ships meeting certain specifications that navigate the St Lawrence River between Les Escoumins and 
St Lambert must use the pilotage services of the Authority, the only organization authorized to provide 
these services in this region. Many elements of the Authority's monopolistic role create operating and 
management methods that differ from what one would find in a competitive market. 


TARIFFS 


To avoid abuses, legislators created procedures for establishing pilotage tariffs. When the Authority 
needs to change its tariffs, it must publish them in the Canada Gazette. Users then have a period of 
time in which to challenge them. The Canadian Transportation Agency, an independent body, 
evaluates the user’s petition and then decides what type of investigation to conduct to resolve the 
dispute. The Authority is required under the Act to respect the decision rendered by the Canadian 
Transportation Agency. The lengthy process of implementing a new tariff sometimes results in lost 
revenue for the Authority. 


In the event of an unfavourable decision by the Canadian Transportation Agency, the financial loss 
incurred as a result of the adverse judgment would have a direct impact on the Authority's revenues. 
The Authority would have to review its strategies and goals to maintain financial self-sufficiency. 


PILOTS 


Pilotage services are rendered by pilots belonging to pilot corporations with which the Authority 
negotiates contractual agreements. Only Port of Montreal pilots are Authority employees. Under the 
Act, pilots working in a given district are either contract pilots or pilots employed by the Authority. 


Since pilotage services for each district are provided by a single group and because the Act precludes 
competition, the Authority must negotiate with pilot corporations, which are monopolies. Bill C-9, 
however, contains a provision for resolving differences arising during negotiations. Under this Bill, 
work stoppage of any kind is prohibited. 


Costs related to pilotage contracts account for approximately 80% of the Authority’s total costs. 
Consequently, contract negotiations have a direct impact on the Authority's financial management. 
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Economic Environment 


MARINE TRAFFIC 


Marine traffic has a direct impact on the Authority's operations and financial performance. Traffic 
varies from month to month within a year. In the first quarter of the year, which covers the winter 
months, traffic and the number of assignments are minimal. The Port of Montreal is the terminus of 
navigation because the St Lawrence Seaway is closed to traffic. The fourth quarter is always the 
busiest. 


NUMBER OF ASSIGNMENTS BY QUARTER 


Because certain expenses are fixed, changes in traffic volume are an important consideration in 
planning revenues to meet financial obligations. 


The Authority has no control over traffic volume, which is affected by several factors, including: 


- Weather conditions 
Variable summers and harsh winters affect costs and piloting activity. 


- Value of the Canadian dollar 
Exchange rate fluctuations affect import and export levels and, by the same token, shipping. 


- _ Inflation and interest rates 
These two economic factors have an impact on product prices and international trade, on 
which merchant shipping depends. 


- Competition from other transportation modes 
Transport costs and speed are key factors for marine operators, and other modes of 


transportation are competitive in these respects. 
- Competition from the United States 


Pilotage fees are only one of many costs incurred by carriers. East coast US ports compete 
fiercely with the St Lawrence corridor. 


13 


Outlook for 2003 


During 2003, negotiation of pilotage contracts will absorb a great deal of time and effort. Much is at 
stake in these negotiations for the Authority's financial health, a subject of ongoing concern and a 
constant challenge. 


Some of the recommendations issued by Transport Canada will be implemented in 2003, and a high 
level of safety will be maintained. 


COMPUTER SYSTEM 


The Authority has invested considerable effort and resources in maintaining its current computerized 
pilot assignment and pilotage services billing system. In order to continue providing quality service and 
improve service quality while reducing costs to the maximum, a new system will be set up in 2003. 
This system is already in use with two other Canadian pilotage authorities. 


FINANCIAL SELF-SUFFICIENCY 


The Authority expects to end 2003 with a slight surplus. However, continued vigilance is required 
because when decreases in traffic in the past few years, disbursements to acquire fixed assets and 
the two pending arbitration decisions (contracts with the Port of Montreal pilots and the Corporation les 
pilotes du Saint-Laurent central inc.) are taken into account, the Authority could end up with a cash 
flow deficit by the end of 2003, which would have to be financed by a bank loan. 


A new tariff of pilotage fees incorporating a 2.5% increase took effect on January 1, 2003. Though the 
Authority had asked for a 3.95% increase, the Canadian Transportation Agency authorized only 2.5%, 
and this has resulted in a shortfall of $550,000. Increases for future years will be determined during 
the following months and in accordance with the procedures set out in the Act. 


ADMINISTRATION AND OPERATIONS 


In recent years, the Authority has managed its resources efficiently while maintaining the quality of its 
services and a high level of client satisfaction. The corporate plan will keep the Authority on the same 
course in order to preserve achievements to date and do even better. The turnover rate of permanent 
staff is negligible, which enables the Authority to retain their expertise. 


The contract with the staff pilots working in the Port of Montreal expired on December 31, 2001. There 
were negotiations in 2001, and the process is continuing before an arbitrator. Negotiations and 
arbitration sessions on the contract with the Corporation les pilotes du Saint-Laurent central inc. have 
carried over from 2002 to 2003 to determine the percentage increase to be implemented as of July 1, 
2002. The arbitrator's decision is expected on or about March 15, 2003. 
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Outlook for 2005 


Contracts for pilotage services with les pilotes du Saint-Laurent central inc. and la Corporation des 
pilotes du Bas Saint-Laurent expire on June 30 and December 31, respectively, in 2003. Negotiations 
for renewal of these contracts will therefore proceed during the year. 


INTERNET 


The Authority has an Internet address so as to provide its clients with the 
best possible service. A Web site will become operational when the 


Authority has the financial resources for it; it will provide information for 
marine operators and the general public. 


www.pilotagestlaurent.qc.ca 
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Economic Retrospective 


The following analysis has been provided to make the financial statements on the following pages 
easier to understand, explain year-to-year variations and relate figures to the budgets allocated for 
2002. 


FINANCIAL OVERVIEW 


In the 2002 fiscal year, the Authority posted a net profit of $411,597, as opposed to 2001's net loss of 
$160,075, a favorable swing of $571,672. The 2002 budget had forecasted a net profit of $89,000. 
Efforts were made to boost revenues and reduce and/or cap expenditures. The 2002 results have 
enabled the Authority to achieve financial self-sufficiency, chiefly by deferring recruitment of apprentice 
pilots. 


Outstanding bank loans were paid down, payments being drawn directly from the Authority's operating 
revenues. The loan to cover the 1996 deficit was fully paid off in 2002. 


Comparative table of results as at December 31, 2002 
($000) 
March June September December 


16 


Economic Retrospective 


Revenues are derived chiefly from the fees charged for the services of pilots and pilot boats. A new 
pilotage tariff incorporating a 4.1% increase took effect on January 1, 2002. Marine traffic rose by 
2.6% in 2002 from the previous year. Average ship dimensions and drafts were essentially the same 
as in 2001. Pursuant to a Federal Court ruling, around $2.0 millions was booked in 2002 for services 
rendered to certain vessels in the years 1998 to 2002. All these factors contributed to increase 


revenues by $5,619,466. 


2002 REVENUES 
Pilot boats Other 
10.5% 0.2% 


Most of the Authority’s costs consist of 
pilot fees, salaries and benefits. Like 
revenues, these costs are directly 
affected by marine traffic volume, as 
well as by ship dimensions and drafts. 


Administrative costs for 2002 include 
$200,000 for the first pilotage risk study. 


Pilotage fees 
89.3% 


Pilot boats 
10.1% 
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Revenues from pilot boats 
are likewise influenced by 
traffic volume and user fee 
increases. These revenues 
cover the cost of the services 
offered by the Authority using 
its pilot boats, as well as what 
the Authority has to pay 
private companies for their 
services, plus the overhead 
associated with these 
services. 


2002 EXPENDITURES 


Administration 
Operations 
3.7% 


5.5% 


Pilotage 
80.7% 


Comparative Statement and Statistics 


FOR THE YEAR ENDED DECEMBER 31 (in thousands of dollars) 


2002 2001 2000 1999 1998 

Revenues 
Pilotage charges $41,747 $36,379 $36,479 $36,814 $36,298 
Pilot boats 4,900 4,691 4,675 4,833 4,932 
Other 87 45 193 42 
TOTAL 46,734 41,115 41,347 41,689 41,311 
Expenses 
Pilot’s fees, salaries 
and benefits 37,380 32,973 33,741 33,566 33,086 
Operating costs of 

pilot boats 4,674 4,377 4,392 4,285 4,479 
Operation and 

administration 4,268 3,925 3,584 Bool 3,282 
TOTAL 46,322 41,275 41,717 41,213 40,847 
Net income (loss) $412 $(160) $(370) $476 $464 
Working capital $(1,829) $(2,243) $(3,761) $(1,202) $(664) 
Number of employees 
Officers 3 3 3 3 3 
Administration 11 72 |Z 12 10 
Dispatching 18 18 18 i VE 17 
Boat crew 12 NZ 12 WZ 12 
Employee pilots 9 9 8 8 8 
Contract pilots 164 168 165 168 166 

(active certificates — person years) 

Statistics 
Number of assignments 19,149 18,655 2ONIAS 21,654 22,018 
Number of marine occurrences* 31 22 26 22 29 
Holders of marine pilotage 

certificates 7 7 Uf ff 6 


*Compilation of all reported marine occurrences with or without damage. 
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Safety and Marine Occurrences 


Navigation safety on the St Lawrence River is the primary objective of the Authority and its pilotage 
system, which must be efficient and economical and meet the needs of marine operators. 


No major accidents caused by pilotage system deficiencies were reported in 2002. Some marine 
occurrences, such as collisions with wharves or other port equipment, were reported and recorded. 
There were occurrences on less than 1% of pilotage missions during the year. The competency of the 
pilots, the ongoing training program and the quality of equipment contributed to the marine safety 
effectiveness, quality and level of excellence, in which we take pride. 


Sui. oe, fo 
Colisnwihwhef 


‘Total 
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The Authority 


The Laurentian Pilotage Authority was established on February 1, 1972 pursuant to the Pilotage Acct, 
Statutes of Canada 1970-71-72, Chapter 52. 


The mandate of the Laurentian Pilotage Authority is to establish, operate, maintain and administer, in 
the interests of safety, an efficient pilotage service within all Canadian waters in and around the 
Province of Quebec, north of the Northern entrance to the St Lambert Lock, except the waters of 
Chaleur Bay south of Cap d'Espoir. 


To achieve these objectives, regulations have been established by the Authority mainly with respect 
to: 


1) establishment of compulsory pilotage areas; 

2) prescribing of ships or classes of ships that are subject to compulsory pilotage; 
3) prescribing of classes of pilotage licences and certificates that may be issued; 
4) prescribing of tariffs of pilotage charges to be paid to the Authority for pilotage. 


In addition, all regulations that are presently in effect are from time to time amended to adapt to new 
circumstances, taking into account the changes in the services to be provided. 


The Laurentian Pilotage Authority is required to make regulations prescribing tariffs of pilotage 


charges which are fair and reasonable and consistent with providing a revenue sufficient to permit the 
Authority to operate on a self-sustaining financial basis. 
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Directors and Officers 


Jean-Louis Dufour 
Pilot 
Corporation des pilotes du Bas St-Laurent 


1st from left in photo 


Daniel Falaise 
Director Market Development 
Logistec Arrimage inc. 


5th irom left in photo 


Jean-Claude Michaud 
Chief Executive Officer 


Board of Directors 


Gilles Champagne 
Chairman of the Board 
4th from left in photo 


Capt. Rosaire Desgagnés 
Director of Shipping 
Groupe Desgagnés inc. 
2nd from left in photo 


Gilles Denis 
Pilot 
Pilotes du St-Laurent central inc. 


6th from left in photo 


Corporate Secretariat and Officers 


Yvon Martel 


Treasurer 


Guy P. Major, LL.L 


Corporate Secretary 


21 


Anne Carrier 
President 
Anne Carrier Architectes 


3rd from left in photo 


Clément Gaudreau 
Lieutenant Colonel 
retired 
7th from left in photo 


Clément Deschénes 


Director of Operations 


STATEMENT OF MANAGEMENT RESPONSIBILITY 


The management of the Authority is responsible for the performance of the duties delegated to them 
by its Board of Directors. These include the preparation of the annual report and the production of its 
content, including the financial statements. The financial statements were prepared in accordance 
with Canadian generally accepted accounting principles on a basis consistent with that of the 
preceding year, and include estimates based on management's experience and judgement. 


Management maintains books and records, financial and management control, information systems 
and management practices designed in such a manner as to provide reasonable assurance that: 
reliable and accurate financial information is produced on a timely basis; assets are safeguarded and 
controlled; transactions are in accordance with Part X of the Financial Administration Act and its 
regulations as well as the Pilotage Act and regulations and by-laws of the Authority and any directives 
given to it; resources are managed economically and efficiently, and that the operations of the 
corporation are carried out effectively. 


The Auditor General of Canada conducts an independent audit of the financial statements of the 
Authority in accordance with Canadian generally accepted auditing standards. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for 
financial reporting and internal control, and exercises this responsibility through the Audit Committee, 
composed of three directors who are not employees of the Authority. The Audit Committee discharges 
the responsibilities conferred upon it by the Board of Directors, and meets on a regular basis with 
management and the Auditor General of Canada, who has unrestricted access to the Committee. 


oon Hard? 


Yvon Martel 
Treasurer 


Montreal, Quebec 
February 14, 2003 
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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR'S REPORT 


To the Minister of Transport 


| have audited the balance sheet of Laurentian Pilotage Authority as at December 31, 2002 and the 
statements of operations and deficit and cash flows for the year then ended. These financial 
statements are the responsibility of the Authority's management. My responsibility is to express an 
opinion on these financial statements based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that | plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of 
the Authority as at December 31, 2002 and the results of its operations and its cash flows for the year 
then ended in accordance with Canadian generally accepted accounting principles. As required by 
the Financial Administration Act, | report that, in my opinion, these principles have been applied on a 
basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my audit of 
the financial statements have, in all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Pilotage Act and regulations and the by-laws of the 
Authority. 


eee “2 eS oe, ee 


Francine Deneault-Bissonnette, CA 
Principal 
for the Auditor General of Canada 


Montreal, Canada 
February 14, 2003 
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LAURENTIAN PILOTAGE AUTHORITY 


Balance Sheet 


as at December 31, 2002 


2002 2001 
Assets 
Current 
Accounts receivable $8,200,349 $6,196,492 
8,200,349 6,196,492 
Long term 
Trust account — contingency (Note 6 b) -- 916,897 
Capital assets (Note 4) 2,477,043 2,685,863 
2,477,043 3,602,760 
Total assets $10,677,392 $9,799,252 
Liabilities 
Current 
Bank indebtedness $1,849,596 $1,246,609 
Current portion of bank loans (Note 5) 149,566 432,000 
Accounts payable 8,029,788 65760; 507 
10,028,950 8,439,126 
Long term 
Liability relating to a contingency (Note 6 b) -- 916,897 
Provision for employee termination benefits 760,030 817,005 
Bank loans (Note 5) 1,524,857 1,674,266 
2,284,887 3,408,168 
Total liabilities 12,313,837 11,847,294 
Equity of Canada 
Contributed capital 2,479,154 2,479,154 
Accumulated deficit (4,115,599) (4,527,196) 
(1,636,445) (2,048,042) 
Total liabilities and Equity of Canada $10,677,392 


The accompanying notes are an integral part of these financial statements. 


Approved by the Authority: 


$9,799,252 


VW 
fs f/f oe 
UL 4 Ss ye ae 
e Offi Member 


CLEMENT GAUDREAU 
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LAURENTIAN PILOTAGE AUTHORITY 


Statement of Operations and Deficit 
for the year ended December 31, 2002 


Revenues 
Pilotage charges (Note 6 b) 
Interest and other revenues 


Expenses 

Pilots' fees, salaries and benefits (Note 6 b) 
Operating costs of pilot boats (Note 5) 
Staff salaries and benefits 
Professional and special services 
Rentals 

Utilities, material and supplies 
Transportation, travel and hospitality 
Communications 

Financing costs 

Maintenance 

Other 


Net profit (loss) for the year 


Accumulated deficit, beginning of the year 
Accumulated deficit, end of the year 


2002 


$46,647,184 
87,005 


46,734,189 


37,379,637 
4,674,311 
2,347,545 
979,892 
229,772 
120,364 
88,957 
65,418 
58,645 
25,966 
352,085 


46,322,592 


411,597 


(4,527,196) 


$(4,115,599) 


The accompanying notes are an integral part of these financial statements. 
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2001 


$41,069,115 
45,608 


41,114,723 


32,972,636 
4,376,711 
2,302,056 

696,510 
228,791 
94,428 
106,228 
68,493 
123,153 
42,784 
263,008 


41,274,798 


(160,075) 


(4,367,121) 


$(4,527,196) 


LAURENTIAN PILOTAGE AUTHORITY 


Statement of Cash Flows 
for the year ended December 31, 2002 


2002 
Operating activities 
Net profit (loss) for the year $411,597 
Non-cash items: 
Amortization 476,737 
Decrease in the provision for 
employee termination benefits (56,975) 
831,359 
Decrease (increase) in accounts receivable (2,003,857) 
Increase (decrease) in accounts payable 1,269,271 
96,773 
Investing activities 
Additions to capital assets (267,917) 
Financing activities 
Repayment of bank loans (431,843) 
Bank indebtedness 
Decrease (increase) for the year (602,987) 
Balance, beginning of the year (1,246,609) 


Balance, end of the year 


Supplemental information 
Interest paid 


The accompanying notes are an integral part of these financial statements. 


$(1,849,596) 


$166,924 


2001 
$(160,075) 


433,055 


(24,217) 


248,763 


1,166,259 
(558,557) 


856,465 


(113,290) 


(718,335) 


24,840 


(1,271,449) 


$(1,246,609) 


$246,201 


LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements 
December 31, 2002 


1. Authority and activities 


The Laurentian Pilotage Authority was established in 1972 under the Pilotage Act. Its objectives are 
to establish, operate, maintain and administer in the interests of safety an efficient pilotage service 
within certain designated Canadian waters in and around the Province of Quebec. The Act provides 
that pilotage tariffs shall be fair and reasonable and assure a revenue which, together with any 
revenue from other sources, is sufficient to permit the Authority to operate on a self-sustaining basis. 
In accordance with the new Canada Marine Act assented to on June 11, 1998 that modified the 
Pilotage Act, the Authority no longer has access to Parliamentary appropriations. 


The Authority is a Crown corporation named in Part | of Schedule III to the Financial Administration 
Act. The Authority is not an agent of Her Majesty and is exempt from income taxes. 

2. Significant accounting policies 

The financial statements of the Laurentian Pilotage Authority have been prepared in accordance with 
Canadian generally accepted accounting principles. The significant accounting policies used in the 
preparation of these financial statements are summarized below. 


Capital assets 


Capital assets obtained from Canada when the Authority was established were recorded at the then 
assigned values. Capital assets purchased subsequently by the Authority are recorded at cost. 


Capital assets are amortized using the straight-line method, at rates based on the estimated useful 
lives of the assets. 


The estimated useful lives for the major categories of capital assets for the purposes of calculating 
amortization are as follows: 


Buildings 10 years and 20 years 
Pilot boats 10 years and 15 years 
Furniture and fixtures 10 years 
Communications equipment 5 years 

Computer equipment 3 years and 5 years 
Boarding facilities 15 years and 20 years 
Wharf improvements 15 years 

Contributed capital 


The values assigned to the capital assets obtained from Canada when the Authority was established 
and the net cost of capital assets financed from parliamentary appropriations are recorded as 
contributed capital. 
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LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements (continued) 
December 31, 2002 


Pension plan 


Employees participate in the Public Service Superannuation Plan administered by the Government of 
Canada. Both employees and the Authority contribute to the cost of the Plan. This contribution 
represents the total pension obligation of the Authority. Contributions in respect of current service and 
of admissible past service are expensed when paid. The terms of payment of past service 
contributions are set by the applicable purchase conditions, generally over the number of years of 
service remaining prior to retirement. The Authority’s current year’s pension expense is $413,899 
($371,674 in 2001). The employee contribution is $156,335 ($145,116 in 2001). 


The Authority is not required under present legislation to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account. 


Others employees future benefits 


The Authority is required to recognize certain non-pension post-employment benefits over the periods 
which employees rendered services to the Authority. Employees are entitled to specified benefits on 
termination as provided for under conditions of employment, through a severance benefit plan. The 
Authority recognizes the cost of future severance benefits over the periods in which the employees 
render services to the entity and the liability for these benefits is recorded in the accounts as the 
benefits accrue to employees. 


Measurement uncertainty 


The preparation of financial statements requires management to make estimates and assumptions 
that affect the reported assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenue and expenses during the 
reporting periods. Actual results could differ from those estimates. 


3. Fair values of financial instruments 


The transactions related to accounts receivable and accounts payable are incurred in the normal 
course of business. The carrying amounts of each of these accounts approximate their fair value 
because of their short-term maturity. There is no concentration of accounts receivable with any 
customer and, consequently, the credit risk is low. 


On December 31, 2002, the fair value of the bank loans is estimated at $1,756,082 ($2,136,723 on 
December 31, 2001) while the book value is $1,674,423 ($2,106,266 on December 31, 2001). This 
estimate is based on the future principal repayments discounted at current interest rates for similar 
loans. 
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4. Capital assets 


Cost 

Land $9,300 
Buildings 128,852 
Pilot Boats 2,990,196 
Furniture and 

fixtures 170,480 
Communications 

equipment 65,489 
Computer 

equipment 1,175,568 
Boarding 

facilities 91,285 
Wharf 

improvements 1,090,318 

$5,721,488 


LAURENTIAN PILOTAGE AUTHORITY 


Notes of Financial Statements (continued) 


2002 
Accumulated 
amortization 


$-- 
55,231 
1,646,962 
134,964 
47,939 
631,344 
91,285 


636,720 
$3,244,445 


Amortization for the year is $476,737 ($433,055 in 2001). 


5. Bank Loans 


Loan to finance the acquisition of a pilot 
boat matures in 2008 and bears interest at 
a rate of 6.54%. The capital repayments 
are calculated based on an amortization 
period of 10 years, guaranteed by a first 
maritime mortgage on a pilot boat with a 
net book value of $1,279,293. 


Loan to finance the cash deficit of the year 
1996 matures in 2002 and bears interest 
at a rate of 7.10%. 


Less : current portion 


As at December 31, the capital 
repayments of these loans for the 
following years are as follows : 


December 31, 2002 


2001 
Accumulated 
Net Cost amortization Net 
$9,300 $9,300 $-- $9,300 
73,621 127,394 49,249 78,145 
1,343,234 2,990,196 1,483,190 1,507,006 
35,516 155,214 128,364 26,850 
17,550 111,739 85,320 26,419 
544,224 931,724 469,877 461,847 
-- 303,344 245,445 57,899 
453,598 1,090,318 571,921 518,397 
$2,477,043 $5,719,229 $3,033,366 $2,685,863 
2002 2001 

$1,674,423 $1,814,419 

“= 291,847 

1,674,423 2,106,266 

149,566 432,000 

$1,524,857 $1,674,266 

2002 -- 432,000 

2003 149,566 149,409 

2004 159,478 159,478 

2005 170,227 170,227 

2006 181,699 181,699 

2007 and 2008 1,013,453 1,013,453 


$1,674,423 
a RE EL 


as) 


~ $2,106,266 _ 


LAURENTIAN PILOTAGE AUTHORITY 


Notes to Financial Statements (continued) 
December 31, 2002 


Interest expense in the amount of $113,183 ($132,584 in 2001) related to the bank loan to finance a 
pilot boat is recorded in the item “ Operating costs of pilot boats ”. 


6. Contingencies 


a) 


In connection with its operations, the Authority is the claimant or defendant or otherwise involved 
in pending claims and lawsuits. It is the opinion of management that these actions will not result in 
any material liabilities to the Authority. No provision has been recorded in the accounts in this 
regard. 


For one of these claims, one provider of the pilotage services contested the application of the 
pilotage regulations with respect to double pilotage for certain types of ships. The claim for pilot 
fees extended over the last five years. In 2002, the Federal Court rendered a decision in favour of 
the service provider. As a result, the Authority received in 2002 revenues in the order of 
$1,991,000 and paid expenses in the order of $1,978,000 and removed from its balance sheet the 
trust account and the liability relating to last year’s contingency. 


In a new claim, the Authority recently remitted a claim to one of its clients for pilotage charges in 
accordance with section 44 of the Pilotage Act. A ship subject to compulsory pilotage was 
proceeding without being under the conduct of a licensed pilot or the holder of a pilotage 
certificate. On one hand, the Authority is claiming pilotage revenues in the order of $1,600,000 
(excluding taxes) over a period of 15 years. This claim could possibly be reduced to $400,000 
should the Court decide that the prescription period is three years. On the other hand, as 
stipulated in the service contracts, the service providers can claim pilot fees from the Authority in 
such instances. However, there is uncertainty as to the amounts they could claim from the 
Authority. The final outcome of this claim cannot be determined at this time. It is the opinion of 
management that it will not result in any material liabilities to the Authority. The impact on pilotage 
charges and on pilot fees will be recorded in the year where the situation will be resolved. 


7. Commitments 


The future minimum payment commitments under an operating lease related to the rental of premises 
are as follows: 


2003 $185,251 
2004 30,875 
$216,126 
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During the year 2000, the Authority signed a contract for the lease of a pilot boat that was delivered in 
the spring of 2001. The lease contract has a seven-year term from May 2001 to April 2008. Monthly 
payments are of $29,121. The future minimum payments under this contract are as follows: 


2003 $349,455 
2004 349,455 
2005 349,455 
2006 349,455 
2007 and 2008 $465,940 

$1,863,760 


8. Related party transactions 


The Authority is related in terms of common ownership to all Government of Canada created 
departments, agencies and Crown corporations. The Authority enters into transactions with these 
entities in the normal course of business. 
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